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ASPECTS OF ECONOMIC PLANNING IN EAST ASIA 


By Professor E. Stuart Kirby 


In these few lines, I can only dip into some of 
the main streams of current thought, on the theory 
and practice of economic planning, with special 
reference to East Asian countries. The Asian 
countries which are definitely committed to economic 
planning—i.e. now most of the Asian countries— 
have made considerable progress, in the last few 
years, in clarifying their ideas on the working of 
plans, and their techniques in implementing them. 

We in Hongkong—however proud we are of our 
success, on the basis of an extremely free and un- 
planned economy, in actually effecting industrialisa- 
tion and in improving popular standards of living, 
while others merely talk about these things, and 
however conscious we are of the inherent superiority 
of a free economy—nevertheless cannot stand aside 
from these developments in the Region. Of course, 
we must know and understand what all these 
countries are doing; we depend on them, as our 
customers and our suppliers of raw materials. 

However, it is really necessary to go much 
further. There are some respects in which we could 
in fact teach something to various countries of the 
Region, in matters of trade, enterprise, technique 
and organisation. There are various difficulties in 
the way of our actually figuring as “exporters of 
technical assistance” to such countries, in those 
fields; but we should make it an aim by all means 
to develop such an important and lucrative activity. 
At least, we should participate more in the various 
discussions, working parties, etc., which are held 
in the Region; our Colonial Government tends, in 
my- view, to discount too heavily the value of the 
Colony’s participation in any international economic 
meetings or committees which do not bear most 
obviously and directly on trade, as such, or on other 
more purely technical issues. The current discus- 


sions and work of planners, statisticians and general 
economists on the plane of policy are also of great 
importance to us, for understanding how the Asian 
mind is developing—i.e. the minds of our neigh- 
bours, friends, customers and sometimes competitors. 

One of the best and most formative of such 
occasions, as regards planning in particular, has 
been the ECAFE Working Party on Economic 
Development and Planning, instituted at the end of 
1955, with the participation of experts and Officials 
from 19 countries of ECAFE, plus international 
organisations, but none from Hongkong. This has 
set out some general lines of understanding, on 
which thought and action has since tended to 
continue. 

Far from producing “stock answers” or standard 
models either from within the Region or outside it, 
there is a healthy tendency to start by acknowledg- 
ing that circumstances and conditions, also aims or 
purposes, differ very widely between all the countries 
in this Region, and that one of the prime require- 
ments in their planning is flexibility. There is a 
long list of things that might be done to promote 
planful or purposive economic development. Not 
all can be tackled, owing to lack of the immediate 
means for doing so; and not all, or even many, can 
be tackled at once. “Priorities” are thus an ab- 
solutely basic problem. 

The first step may, I suggest, be called a 
“Balance Sheet-projection”: assets tabulated 
against liabilities. “Assets” here means resources 
available and applicable to the particular country 
in the period concerned. As a general rule in 
Asia there is insufficient information on these, 
and over-optimism about them (on nationalistic 
grounds, it is unpatriotic to assume your country 
is poorer in resources or potentialities than another). 
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“Liabilities” here means all the economic develop- 
ment and social improvement envisaged for the 
period side. This is highly political and subjective, 
and generally is more difficult to reduce to quantitive 
terms than the items on the assets or resources side. 
Of course all this has to go into monetary terms. 

The planners’ starting points are in effect: on 
the one hand a resources-budget, and on the other 
hand a schedule of all the outlays, itemised by the 
projects to be included in the plan. The techniques 
of doing these two things are improving, and the 
Asian countries are gaining experience of them. 

A great deal of “political arithmetic” necessarily 
enters into the making of the outlays-schedule: i.e. 
the priorities are defined on political and social, as 
well as economic, desiderata. In so far, however, 
as all these definitions emerge, and the corresponding 
pro forma “balance sheet projections” (as I have 
ventured to term them) can be cast with accuracy 
and objectivity, the exercise is a valuable one. It 
gives a first approximate picture, in rough perspec- 
tive, of the general balance between availabilities 
and requirements. The second step in planning 
may then be, in effect, to decide on definite book- 
entries for all the variables thus involved, and 
emerge with a specific framework, thus quantified 
into a specifically tabulated Plan. 

This may not be exactly how things go in prac- 
tice, but at any rate it is the sort of conceptual 
model that may be used in working towards any 
General Theory of Economic Planning. Broadly 
speaking, the practical business of plan-making is 
likely to proceed, in any case, by a series of succes- 
sive and partial approximations, in which use is 
made of various analytical devices, or angles of 
approach, now well established in economic ’reason- 
ing. Here, I just want to touch briefly on the nature 
and significance of some of the chief among these, 
with reference especially to the needs of this Region. 

Economic development tends to be defined in 
terms of its end-result, increased total or per 
capita income, and measured by the extent of that 
increase. Some countries plan mainly on that basis; 
e.g. India’s key aim is raising the level of living. 
But others may prefer other criteria. A country 
may stress full employment; eg. Japan. Others 
may stress the elimination of foreign elements and 
the taking-over of all activities by the country’s own 
nationals: e.g. Indonesia. Others may stress self- 
sufficiency, to make the country independent or 
self-supporting in an economic as well as a political 
sense; e.g. Taiwan and North Korea. Others may 
measure progress by the degree of industrialization. 
Or in terms of the degree of conversion to a certain 
political system. Communist China is of coursd 
the example for both these latter. 

Or there may be a mixture of such motives; all 
of which may in fact detract from economic growth 
in the objective sense, .or in the textbook definition 
of increased per capita income. 

An interesting special motive is the desire for 
diversification, particularly by countries which have 
suffered too much from monoculture—i.e. producing 
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only one main product (or only a very few) and 
therefore being excessively dependent on the vagaries 
of the foreign markets for those products. This 
applies rather generally to the primary-producing 
agrarian countries (and mineral-producing coun- 
tries) of S.E. Asia. Such diversification is supposed- 
ly less likely to be at the cost of foregoing gain in 
income. 

We see that in fact the criterion of increasing 
income does not seem, for the most part, to be the 
dominant or exclusive one, in the case of these coun- 
tries; apparently not to the extent it is in Western 
countries. 

Turning to another aspect, we may note that 
the rate of growth—as defined again by the Occi- 
dental textbooks—is a function of two things. One 
is the rate of capital formation, and the other is the 
capital/output ratio. Capital formation is the in- 
crease in assets, gross or net, over the accounting 
period. Assets, in this calculation, are fixed means 
of production, real estate and stocks of goods (in- 
cluding goods in process). The capital/output ratio 
is that between antecedent capital formation and 
subsequent output (generally assumed to be con- 
sequent output, i.e. due to the antecedent capital 
formation). There may be a catch in the last men- 
tioned assumption, especially in the complex 
conditions of the underdeveloped Asian countries. 
At any rate, it will be clear, I think, how useful are 
these analytical devices in advanced, industrialised, 
highly capitalistic countries, but how much less 
applicable they are to such countries as these Asian 
ones. 

The special peculiarity of the latter is that they 
have a large non-monetarised sector—a large part 
of the economy not using money (e.g. self-sufficient 
peasant economy, prevalence of barter, payment of 
rents in kind or by personal services, etc). In that 
sector, there are many obstacles to saving and invest- 
ment—e.g. indebtedness, extravagant custams con- 
cerning weddings, funerals, ete—which can only be 
eliminated by wide or sharp political and social 
campaigns. Per contra, capital formation is possi- 
ble in that sector by direct methods: i.e. getting the 
people to abstain from consumption, and work on 
road-making, irrigation, building, etc. A Communist 
country like China does all these things by force; 
a democratic country like India has achieved con- 
siderable results by its voluntary movements, called 
“Community Projects’. 

In these countries, then, the monetarised sector 
is relatively small, capital formation, in the Western 
textbooks’ context especially, is very small. In 
particular it is too small to envisage it leading to 
sustained economic growth, or “self-generating” 
economic development—i.e. where the process 
gathers enough momentum to perpetuate itself, ov 
to be self-financing. It must reach a certain 
“Dlateau” before the vicious circle ig broken of in- 
adequate productivity and inadequate capital forma- 
tion, in the view of the economic theorists. 

Lately we have had the useful formulation of 
the “take-off into sustained (or self-sustained) 
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growth’’, on the metaphor of the aeroplane becoming <air- 
borne. To achieve the critical ground-speed, policy-makers 
may be willing to sacrifice, during that critical period, other 
possible gains—and certainly to make some of the passen- 
gers reduce their personal weight, perhaps even to jettison 
some of those passengers. Generally, however, levels of 


Income and consumption being low, there is not much 
margin for raising capital formation. 
The capital/output ratio, similarly, is less useful as 


an analytical concept for these countries than it is for the 
more developed countries. It focusses attention especially 
on a single scarce factor of production; but that one can- 
not be taken in isolation from other scarce factors (such 
as skilled labour, managerial ability, ete.). In contrast to 
Western countries. more attention must be paid to the 
effects of changing patterns of production and changing 
coefficients of the efficiency of utilization of capital and 
other factors of production. In advanced countries, these 
patterns are relatively fixed, the marginal efficiency of in- 
crements of capital has reached the point of maximum 
return, or even—in the Keynesian postulate—the marginal 
efficiency of capital is likely to diminish. When we consider 
the marginal efficiency of capital, the incremental capital/ 
output ratio, in particular, the point is especially clear. 

I am convinced that a main key to development theory, 
and to good planning of economic development, lies in the 
best or most appropriate, the optimal, combination of 
factors of production—and in having sufficient flexibility 
in the system to change and adjust the combinations (land/ 
labour/capital/enterprise) quickly and appropriately to the 
changing situation in such countries; where conditions are 
to a marked degree fluid. 

It seems to me that only a free enterprise system can 
really secure this—as it has in Hongkong, and on a far 
larger scale in Japan. While, I suggest, bureaucratically 
planned or State-dominated economies are doomed to rela- 
tive failure, or at the very best to making equal or com- 
parable progress at far greater cost. 

If cost-accounting techniques were applied, in the field 
of assessing the relative performance of various factor- 
combinations, I am sure that this would be mathematically 
apparent. Meanwhile, the capital/output ratio can only be 
applied in highly generalised terms, to the overall perfor- 
mance of the economy as a whole or a large part of it. 
This, it seems to me, is like the profit and loss account 
drawn for a whole concern or a whole group of concerns 
together: it conceals a multitude of individual or depart- 
mental sins under a more or less meaningless generalisation. 

Gradually, Asian countries are to some extent going 
beyond such overall formulations or assessments, and suc- 
ceeding in developing what is called sectoral analysis. The 
most useful form of this is perhaps detailed resources- 
budgetting, moving from the more general plane (e.g. man- 
power assessments, savings and investment availabilities, 
etc.) to the more specific (e.g. commodity balances for the 
most important scarce items, foreign-exchange budgets, etc.). 

Cognate, perhaps, with the difficulties about capital/ 
output ratios are those of the application of input/output 
analysis, which is correspondingly standard in the econo- 
metric thinking of advanced countries. Lack of the neces- 
sary information precludes the possibility of constructing 
input/output tables covering a number of industries, in most 
Asian countries. India and Japan have done so, but even 
Japan has not used them much for planning purposes. The 
input/output matrix is not a flexible instrument in the 
planner’s hands. However, it is developed to some extent 
in studying certain key industries or limited sectors of 
special significance. It cannot as yet be carried very far 
into the study of inter-industry or inter-sectoral relationships. 
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Finally I must touch on that propensity of the modern 
economic analyst, model-building. While thinking in the 
underdeveloped countries tends somewhat (i my opinion, 
in the respects touched on above) to come down increasingly 
to inductive and sectionalised studies, thinkers in the de- 
veloped countries are developing highly ingenious models, 
in overall terms. A ‘model’? means an analytical frame- 
work, on defined postulates, formulating the functional re- 
lationships between specified economic variables. The sim- 
plest, or the simplest-leoking, are aggregative ones like 
the Domar-Harrod model of economic growth. It can be 
reduced to one formula, i= s/c, where (i) is the increase in 
the national income, (s) the marginal propensity to save 
(the proportion of a unit addition to income which will go 
into saving) and (c) is the incremental capital/output ratio. 
All these are overall aggregates; this formula is of no use 
for showing interrelations between sectors, etc., i.e. the 
structural or evolutionary changes which are what the 
underdeveloped countries want to consider. 


At the other end of the scale are extensive, compli- 
cated and disaggregative models, e.g. the Leontief model 
of input/output analysis. The underdeveloped countries 
cannot supply the statistics to fill out such a model, the 
quantities, so to speak, for solving the simultaneous equa- 
tions; even the advanced countries cannot do so, for a very 
extensive and comprehensive model of this type. The only 
sort of models worked in the Region, which are of a rela- 
tively simplified type, are such as the following. Output 
expressed as a function of labour-input in man-hours, figures 
in Japan’s Six-Year Plan, for example. Labour-input and 
increase in productivity can be computed industry by in- 
dustry—the purpose of this is to bring in the consideration 
of employment, with full employment as the desideratum— 
then the figures for the industries can be aggregated to 
give the total for the economy as a whole. A two-sector 
model has also been discussed (following, notably, sugges- 
tions by H. W. Singer)—dividing the economy into agra- 
rian and non-agrarian sectors, and working on their func- 
tional interrelationships. Something similar is done in the 
field of inter-industry relationships—taking two industries 
and tracing their functional interrelationships; most easily 
where the output of the one industry is the input (raw 
material) for the other, but also in cases where their rela- 
tionship is to some extent competitive. In the field of 
linear programming (the assessment of complex interrela- 
tionships over time and space, over several stages of pro- 
cessing, etc.) these have been useful (e.g. in Italy). But 
they suffer from the same difficulty mentioned before, name- 
ly lack of flexibility. It is very hard to apply them opera- 
tionally in cases where—as in the Asian countries—returns 
to scale are not constant, factors of production have to be 
substituted for one another, etc. A model gives a sim- 
plified demonstration of certain special relationships. It 
is useful, however, only at a high stage of abstraction; its 
parameters and the functions it assumes are extremely 
relative to the social and general conditions of, the parti- 
cular economy; so it is of little operational use in planning 
for an underdeveloped economy. 


The above may. serve to give some idea at any rate, 
to the general reader, of the sort of considerations and 
mental exercises with which planners, as technicians in 
their own field, are currently concerned. I am inclined 
to close by quoting the memorable appeal of an eminent 
French economist at an international conference: ‘don’t 
shoot at the economist. He’s doing his best”. In fact, I 
think the economist is guilty only of that supreme social 
solecism: being a little ahead of his time. Not far enough 
ahead to be very impressive but far enough to be sticking 
his neck out. 
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MERCANTILE BANK LIMITED 


STATEMENT BY THE CHAIRMAN (SIR KENNETH W. MEALING) FOR THE YEAR 1957 


Capital Reorganization 


The board’s proposals for the cancellation of the un- 
called liability on the ‘‘A” and “B” shares in the capital 
of the Bank, the modification of the class rights attached 
to the “A” and “B” shares, the conversion of the whole 
of the issued share capital into a single uniform class of 
shares of £1 fully paid up and the capitalization of the 
sum of £1,470,000 out of the reserve fund were duly ap- 
proved at the separate class meetings and at an extra- 
ordinary general meeting of the members held on Novem- 
ber 25, 1957. The reduction of capital involved was con- 
firmed by the High Court and became effective on Decem- 
ber 31, 1957, and the capital assumed its new form on the 
same day. On the reorganization becoming effective the 
directors transferred from contingencies reserves to the 
reserve fund the sum of £1,470,000 to bring the reserve 
fund up to the same figure as that prior to the reorganiza- 
tion. At the same extraordinary general meeting the mem- 
bers approved of the change of the name of the company to 
“Mercantile Bank Limited.” 


Foreign exchange shortages, restrictions on imports and 
exports in some territories where the Bank operates have 
tended to restrict business, and made trading conditions 
difficult, but nevertheless, the trading profit was larger than 
the previous year. The balance-sheet total excluding the 
capitalization of reserves mentioned above is unchanged at 
£75 million. Deposits are lower by £1 million whilst, on 
the assets side, there is an increase of over £5 million in 
eash. Investments are lower by nearly £38 million, Bills 
receivable by over £2 million and loans and advances are 
practically unchanged. Our inner reserves more than cover 
every likely contingency; it is no longer necessary to build 
up these reserves at the same rate as previously. Conse- 
quently, the profit for the year 1957 is shown at £331,243, 
after making transfers to the inner reserves, which permits 
a larger distribution to members. In August, 1957, your 
directors declared an interim dividend of 12% per cent on 
the then paid-up capital and they recommend a final divi- 
dend of 6% per cent on the increased capital referred to 
above. From: the balance the usual allocation has been 
made to the officers’ pension fund whilst the sum of £100,000 
has been transferred to the reserve fund which now stands 
at £2,100,000, leaving the balance carried forward at 
£231,452 against £224,521 brought forward from the pre- 
vious year. 


General Economic and Political Conditions 


In the United Kingdom Mr. Harold Macmillan became 
Prime Minister on January 13, 1957, with a reconstituted 
Cabinet. Full employment, a high rate of capital invest- 
ment, and a rising wage spiral continued, with its inevitable 
inflationary effect. Gold and dollar reserves fell at an 
accelerated speed in the second half of the year, and this, 
together with the hardening of the West German mark, 
resulted in speculation against a serious weakening of 
the pound sterling. To counter this adverse trend Bank 
rate was raised in September to 7 per cent and steps taken 
further to restrict credit. By the end of the year sterling 
had regained its position, but unless restraint is used in 
capital investment, Government spending, wage demands, 
and in pressure upon sterling by other members of the 
sterling area the permanent solution of the crisis of Septem- 
ber, 1957, will not readily be found. 


In America fears of a recession in economic progress 
became apparent towards the end of the year. Unemploy- 
ment began to rise and there was a decline in business 
activity, so that some loss of confidence in the prosperity 
curve was evinced, although it is generally hoped and be- 
lieved that the steps which the American Government can 


take if necessary should avert any danger of a serious 
slump developing, although some leading business men and 
economists there apparently do not fully share these hopes. 


In the International field the year was undistinguished. 
The new technique of sending frequent open letters from 
the Kremlin to Heads of States requesting ‘summit meet- 
ings” which, whether successful or not can be used to 
make pro-Communist propaganda throughout the “uncom- 
mitted’? world, seems to show that the Kremlin’s underlying 
objectives are unchanged. Nevertheless the year was not- 
able for the absence of armed conflict other than border 
incidents, and for the success of the United Nations Emer- 
gency Force in maintaining peace between Israel and Egypt. 
It is to be hoped that the successful establishment of this 
principle may enable similar action to be taken in future 
should the occasion unfortunately arise. If so, it may well 
prove to be one of the beneficial results of the Suez Canal 
incident, for political conditions in the Middle East can 
not be regarded as by any means settled or satisfactory 
yet. 


India 


The outstanding political event in India in 1957 was 
the General Election which began on February 24, in which 
193 million adult voters chose 494 members of the Lok 
Sabha (Central Parliament) and 3,102 members of State 
Legislative Assemblies. The Congress Party was returned 
with a comfortable majority at the Centre and in the States 
with the exception of Kerala State in Southern India where 
a Communist Government was returned with a small ma- 
jority. In Kerala conditions, particularly law and order, 
have deteriorated to a degree which inspires the hope that 
the voters in Kerala will give a different verdict when 
they get the opportunity. 


The year was an important one for India. Progress 
in the second 5-year Plan was made in many directions, 
but the vast financial implications, and the difficulty in ob- 
taining overseas aid to fill the gap between India’s external 
financial resources and the necessary expenditure, became 
evident. Mr. Krishnamachari’s Budgets on March 19 and 
May 15 with their steep new taxation, direct and indirect, 
resulted in heavy falls on the Stock Exchanges, the siphon- 
ing off of investment capital and loss of confidence by the 
private sector and foreign investors in India. The result- 
ant loss of expansion in the private sector may well be 
greater, and more lasting, than the immediate gain in re- 
venue towards financing the public sector of the 5-year 
Plan. It is now generally recognized that the latter must 
be re-phased as finance will only be available for the 
“hard core” of the Plan: steel, coal, railway, major ports 
and ancillary power. Whether sufficient emphasis is laid 
upon increasing food production is a matter of doubt— 
especially as it seems certain that between two and three 
million tons of foodgrains will have to be imported annually 
for the next few years, at a time when the foreign exchange 
reserves of the country are so greatly depleted. To check 
the drain a very stringent import policy was adopted and 
still continues. The overall minimum external reserve to 
back the Rs.2,250 crores of currency is now reduced to the 
equivalent of Rs.200 crores, of which Rs.115 crores is to 
be in gold coin and bullion. There has been a further 
measure of inflation, inevitable in the circumstances, and, 
in the second half of the year, a good deal of industrial 
labour unrest. 


_. Nevertheless, India is struggling, with and through its 
high 5-year Plan target, to improve the standard of living 
of its vast population and there is no doubt this endeavour 
is meeting with some success. The General Election con- 
firmed India’s adherence to democracy for the ensuing five 
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years under the guidance of Prime Minister Pandit Jawa- 
harlal Nehru, and the influence of this throughout the whole 
of South East Asia is of primary importance to the entire 
free world. 


Pakistan 


Mr. H. S. Suhrawardy continued as Prime Minister until 
October, 1957, when Mr. I. I. Chundrigar, leader of the 
Muslim League, took over the Premiership. This Govern- 
ment was, however, short lived and in December resigned, 
to be succeeded by Malik Firoz Khan Noon with a Cabinet 
of eight members of whom seven are members of the Re- 
publican Party. This Government relies on the support 
of the Awami League, National Awami Party, and National 
Congress Party. Two main issues continue to bedevil 
Pakistan politics: the question of separate or joint elec- 
torates and the continuance of the One-Unit constitution 
in West Pakistan. Opinion is so divided on these two issues 
that political stability still seems some way off. Pakistan’s 
foreign policy continues to be firmly pro-western and her 
overseas prestige was undoubtedly enhanced by Mr. Suhra- 
wardy’s visits, when he was Prime Minister, to the Far East, 
the United Kingdom, the U.S.A., and other countries. 

The industrialization: of Pakistan. continues to expand; 
the Industrial Development Corporation provided Rs.12 
crores to finance industrial projects, including sugar and 
jute factories, newsprint, pharmaceutical products and dye- 
stuffs, and fuel and power. The Pakistan Industrial Credit 
and Investment Corporation was established in October with 
a capital of Rs.2 crores and loans from Government (Rs.3 
crores) and the International Bank (Rs.2 crores), making 
a total of Rs.7 crores to assist in the expansion and moderni- 
zation of industrial enterprises in the private sector, parti- 
cularly small and medium sized concerns engaged in the 
processing of indigenous raw materials. On the other 
hand, agricultural development is not receiving the expan- 
sion essential to the country and Pakistan continues to be 
dependent on large food imports: in 1958 it is estimated 
that 700,000 tons of rice and not less than 600,000 tons 
of wheat will have to be imported, whilst the adverse 
balance of trade for the 10 months ended October,. 1957, 
was Rs.22.54 crores. 

Heavy Governmental expenditure resulting in exces- 
sive monetary demand brought about inflationary ten- 
dencies during the year, and credit restrictions were ac- 
cordingly imposed to meet this trend. It is to be hoped 
that profitable revenue from the many industrial enter- 
prises created in recent years will soon come to the assis- 
tance of the economy which at present is so largely depen- 
dent on foreign aid. 

Severe drought adversely affected the tea crop in 1957 
and there was a marked decline in world demand for jute 
goods, the two main industries of East Pakistan. Further 
progress was made in the industrialization of Khulna and 
the opening of the new shipyard was an important event, 
but much remains to be done if local amenities such as 
roads and housing, drainage, and water supply are to keep 
pace with the industrial development of Khulna. 


Ceylon 


Mr. S. W. iR. D. Bandaranaike’s Government .continued 
in power throughout the year and has had considerable diffi- 
culties to contend with. Tact and skill were displayed in 
settling the Tamil problem and this language is now re- 
cognized as the language of the Tamil minority and as the 
administrative language of the Northern and Eastern Pro- 
vinces. 

Economically Ceylon has been adversely affected during 
1957 by several factors; and the balance of trade for the 
first 11 months was unfavourable by Rs. 82 million 
compared with a favourable balance of Rs.102 million 
for the same period in 1956 and a _ favourable 
balance of Rs.480 million in 1955. Her Budget estimated 
for a deficit of Rs. 199.6 million, but this is likely to be 
greatly exceeded by the great increase in cost of wages in 
the public sector which must throw a considerable strain 
on the economy. Labour unrest, strikes, and delays in 
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clearance of goods in Colombo Harbour are all contributing 
to a serious economic decline. 


Ceylon’s economy is based on three commodities, tea, 
rubber, and coconuts, the world prices of which declined 
during the year. She is a nett importer of foodstuffs and 
for the first 11 months of 1957 it is estimated that the 
cost of this has increased by some Rs.92 million. Apart 
from transport there has been no nationalization of private- 
ly owned industry although fears of this have not been al- 
layed. The Paddy Lands Bill which should shortly become 
law is a measure of agrarian reform designed to increase 
rice supplies and reduce the nation’s bill for imported 
foodstuffs. 

Tea had a record crop with average prices fluctuating 
between Rs.1.48 and Rs.2.18 per lb. Rubber also produced 
a record crop and is now a creditor of ‘Communist China to 
the extent of Rs.120 million under the five-year barter 
agreement which has now expired. Under a new agreement 
30,000 tons of rubber a year will be sold at Singapore 
prices in exchange for 200,000 tons of rice at Burmese 
prices. 


Burma 


Early in 1957 the Premier, U Ba Swe, was replaced by 
his predecessor, U Nu, as I forecast last year. Second 
thoughts about nationalization seem to be taking place and 
it is believed that a Bill will soon be passed by the Govern- 
ment to provide incentives to foreign investors to intro- 
duce capital into the country by reliefs in taxation and 
customs and guarantees against nationalization for 10 years 
with guaranteed repatriation of profits, dividends, and 
capital. This welcome change in outlook would, and may, 
have beneficial effects provided greater progress can be 
made in dealing with the problem of the insurgents, and 
banditry still unfortunately rife in many districts in spite 
of the surrenders which have so far taken place. 

The Four Year Plan has been scrapped and the Prime 
Minister has stated that in future planning will be a con- 
tinuous process, revisions taking place in the light of ex- 
perience. A recent development is the setting up of Joint 
Venture Corporations to handle the import of consumer 
goods and industrial requirements. These, having a mono- 
poly, operate profitably. 

The country’s economy is largely dependent on the 
export of rice, of which, before the war, Burma was the 
largest exporter. Although production is still some 20 
per cent below the pve-war figure, exports for the year 
ended September 80, 1957, were estimated at no less than 
2,017,000 tons and earned K.87 crores in foreign exchange. 
The carry-over from 1957 is only estimated at 250,000 tons 
of rice and rice products. The third crop forecast for 
1958 estimates an exportable surplus of 1.3 million tons. 
Long-term commitments include, to India 500,000 tons, 
Ceylon 200,000 tons, and Pakistan 100,000 tons. 


Federation of Malaya 


An historic event took place on August 31, 1957, when 
the Federation of Malaya became an independent sovereign 
nation within the Commonwealth under the able Chief 
Ministership of Tengku Abdul Rahim. On September 17 
the Federation was admitted as a member of the United 
Nations Organization and diplomatic relations have been 
and are being entered into with many countries. The 
change to independence was effected calmly and in a friend- 
ly atmosphere and Ministers have made a special point of 
reassuring investors concerning their stake in the country. 

The rubber and tin industries continue to be the main 
support of the national economy. Rubber cultivation covers 
3% million acres or some 65 per cent of the total cultivated 
area, the export earnings of rubber produce 60 per cent 
of total earnings and 25 per cent of the empleyment of 
the people. The tin industry provides some 20 per cent 
to 25 per cent of export earnings. The price of both these 
products had declined substantially during 1957, and it is 
important that the development of other industrial and 
agricultural projects should take place to render the 
economy more viable. Indeed, many new industries are 
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coming into existence; ten large factories are to be con- 
structed to produce chemicals, cables, rubber-products, to- 
bacco and matches, and many smaller factories are also 
under consideration. 


The estimates for 1958 budget for a deficit of $119.2 
million, but as the estimated general revenue surplus brought 
forward at end 1957 is $494 million, the estimated deficit 
for 1958 will reduce this general surplus to $375 million. 
Britain agreed in January, 1957, to provide Malaya with 
financial aid amounting to £38,700,000 over the first five 
years of independence. 


Singapore 


Further progress in the policy of political advancement 
was made in 1957. In March, the Chief Minister, Mr. 
Lim Yew Hock, led an all-party delegation to London and 
agreement was reached in April on a new constitution 
designed to confer full internal self-government on Singa- 
pore. External affairs and defence will remain the respon- 
sibility of H.M. Government, and reserve powers are re- 
tained for emergency use. Elections are to take place in 
August, 1958, but the results of the first fully-erected City 
Council were disappointing as only 30 per cent of the 
electorate voted and this resulted in a decisive swing to the 
left, which may not bode well for the elections to the 
new 51-member Assembly and the inauguration of the new 
Constitution next August. 


Economically 1957 was a prosperous year for Singapore 
and there appears to be no reason why 1958 should not also 
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be prosperous, but I must mention some of the factors which 
may bear upon this prosperity. The confused political 
situation and uncertain outlook in Indonesia may affect 
both Malaya and Singapore, over 17% per cent of whose 
external trade is with Indonesia. A trend to the left in 
Singapore is unlikely to expedite favourable _consideration 
by the Federation of Malaya of union with Singapore, and 
indeed is likely to result in the speeding up of the moderni- 
zation of Malaya*’s ports and tightening of her tariff policy 
to Singapore’s disadvantage. A third factor is the rapid 
increase of population, which is rising by 50,000 a year, 
and must result in unemployment unless new industries are 
developed to provide employment and homes. This requires 
capital for both public and private development and the 
annual amount of new capital formation has not increased 
over recent years. 

Rubber prices fluctuated throughout 1957, from $1.11% 
per lb. for R.S.S. 1 at the commencement of the year to 
82% cents at the end of the year, with a “low” at 74 
cents in November. Washington statistics estimated world 
output of natural rubber in 1957 at 1,930,000 long tons 
with consumption at 30,000 tons less, and synthetic output 
at 1,255,000 tons and consumption 5,000 tons less. United 
States consumed 560,000 long tons of natural and 930,000 
tons of synthetic rubber, a total of rather under 50 per 
cent of aggregate world consumption of both products. 

Trade with Japan, both export and import, showed a 
substantial increase. Imports from West Germany increased 
by 26.8 per cent to $97.9 million. 


(Continued on Page 434) 


CHINA’S NATIONAL PLAN FOR 1958 


The total investment in capital construction in 1958 
is estimated at 14,577 million yuan (£2,825 m), 17.8 per 
cent more than 1957 budget. The target for grain is set 
at 392,000 million catties (5 per cent more than 1957) and 
for cotton 35 m tan (6.7 per cent more). The total output 
value of agriculture and its subsidiary occupations this year 
is estimated to be 68,830 m yuan. The total value of in- 
dustrial output is tentatively fixed at 64,370 m yuan, 14.6 
per cent more than last year. The output value of the 
machine-building industry will increase by 27 per cent and 
the output of many engineering products will register a 
still higher rate of increase. An extract of Vice-Premier Po 
I-po’s report on China’s National Plan for 1958 is printed 
below. 


Bigger investments will be made in agriculture, parti- 
¢cularly in water conservancy,.and also in various branches 
of heavy industry, particularly those of fuel, electric power, 
metallurgy, chemical industry and other branches supplying 
the needs of agriculture. At the same time, we will in- 
crease investments for construction in the various provinces, 
cities and national autonomous areas to promote a growth 
of local industries serving the needs of rural areas, and 
of the economic development of the areas inhabited by 
minority nationalities. 


We will continue or start 1,185 above-norm projects 
in 1958. 716 of these are industrial projects, 185 agri- 
cultural, forestry and water censervancy projects, 106 com- 
munications and transport projects, 47 trade department 
projects, 60 cultural, education and public health projects, 
47 urban public utility projects, and the remaining 24 
are other construction projects. Of the industrial projects, 
567 will be under the various ministries of the central 
government while 149 will be administered by the local 


authorities. And of these 188 can be completed within the 
year. 


Metallurgical Industry—There are 57 construction pro- 
jects under the Ministry of Metallurgical Industry and 14 
construction projects under local administration, making a 
total of 71 projects. The most important are the three 
large iron and steel industrial bases at Anshan, Wuhan and 
Paotow, the iron and steel works at Taiyuan, Shihching- 
shan, Chungking, Kunming, Tayeh and Maanshan, the cop- 
per mines in the provinces Anhwei, Kansu and Yunnan, 
etc. 14 of these projects will be completed within this year, 
including the steel works at Tayeh, the Tungkuanshan cop- 
per mining administration in Anhwei, the tungsten mine in 
Kiangsi, the lead mine in Yunnan, etc. At the same time, 
the integrated iron and steel works in Anshan will be 
completed in the main. With the completion of these 
projects, the increase in the productive capacity of the 
metallurgical industry this year will be as follows: 1,880,000 
tons of iron; 1,166,000 tons of steels; 762,000 tons of steel 
products; 500 tons of copper excavated and ore-dressed 
(perday), ete. 


An important policy in developing the metallurgical 
industry is to develop local, small and medium size metal- 
lurgical works in coordination with the construction of 
large-scale metallurgical works. Among the 14 metallurgi- 
cal projects under local administration to be started or 
expanded in 1958, are the Urumchi August 1 Iron and 
Steel Works, the Nanking Iron and Steel Works, the Hang- 
chow Iron and Steel Works in ‘Chekiang Province, the 
Sanming Iron and Steel Works in Fukien Province, the 
Kiangsi Iron and Steel Works, the Canton Iron and Steel 
Works, the Kweiyang Iron and Steel Works, ete. 


Electric Power Industry—There are 101 construction 
projects under the Ministry of Electric Power Industry and 
18 construction projects under local administration, making 
a total of 119. Of these, 100 are power stations, com- 
prising 76 thermal-electric power stations and 24 hydro- 
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electric power stations. The important ones are: the 
thermal-electric power stations in Peking, Taiyuan, Paotow, 
Lanchow, Fushan, Loyang, Wuhan, and Wangtung, in 
Kiangsu and the hydro-electric power stations at Hsinan- 
kiang and Paichangchi in Chekiang, Yiliho in Yunnan, Huan- 
jen and Tahofang in Liaoning, Chehchi in Hunan, Tzupingpu 
in Szechuan, Hsiamaling near Peking, Kutien in Fukien, 
Liuchiho in Kwangtung, and Meishan and Hsianghungtien in 
Anhwei. Of these construction projects 35 can be completed 
within this year, to give an increase in generating capacity 
of more than 900,000 kilowatts, producing more than 4,500 
million kwh per year. Main emphasis will be put on hydro- 
electric power stations while thermal power stations take a 
secondary place. 


Fuel Industry—There are 200 construction projects 
under the Ministry of Coal Industry and the Ministry of 
Petroleum Industry, and 32 construction projects under 
local administration, making a total of 232. Among the 
82 projects under local administration, 31 are coal mines; 
of these the planned capacity of the new mines is 7,010,000 
tons per year. 52 of the construction projects in the fuel 
industry can be completed this year, to give an in- 
crease in output of coal of 24,420,000 tons, while the in- 
crease of capacity for refining synthetic petroleum will be 
more than 20,000 tons. The production of natural and 
synthetic petroleum will be developed simultaneously. 


Machine-Building Industry—There are 77 construction 
projects under the various ministries of machine-building 
industry and two construction projects under local adminis- 
tration, making a total of 79. The important ones are: 
the heavy machinery plants in Fularki and Chinchou, the 
tractor plant and mining machinery works in Loyang, the 
ball-bearing factories in Harbin and Loyang, the petroleum 
mining and refining machinery ‘works in Lanchow, the elec- 
tric motor factories in Harbin, Sian and Hsiangtan, etc. 
This year, 27 of these construction projects will be com- 
pleted. 
machine tool plant in Wuhan, the ball-bearing factory and 
the mining machinery works in Loyang, the high-pressure 
switch factory in Shenyang, etc. The completion of these 
projects will increase our annual productive capacity by 
30,000 tons in metallurgical machinery, 27,000 tons in mining 
machinery, 20,000 tons in heavy machine-tools, and enable 
us -to produce annually more than 10 million more ball- 
bearings. This indicates that 1958 will be a year of new 
developments in our heavy machine-building industry, in 
which the weak links in our machine-building industry will 
be strengthened and we will be able to produce here at 
home more of the heavy equipment needed for the deve- 
lopment of our heavy industry. 


Water Conservancy Projects—In addition to the large- 
seale irrigation projects the soil improvement work and 
other projects to be carried out by the peasants themselves 
throughout the country there are 73 above-norm water con- 
servancy projects being undertaken by the state. Work 
is continuing on 38 of these projects, including the Yellow 
River Sanmen Gorge Reservoir, the Meishan Reservoir, the 
Hsianghungtien Reservoir and the Motsutan Reservoir in the 
Huai River Basin, the Heifei River control project and 
the Sui River control project, the Ichia River control pro- 
ject and the Wanfu River control project in the basins of 
the Yi, Shu, Wen and Szu rivers, the Tahofang Reservoir 
in the Liao River Basin, the Reservoir in the Hai River 
Basin, the Szunuszu Escape Channel for the southern sec- 
tion of the Grand Canal. At the same time, 35 new pro- 
jects will be started, including the Shuya Lake flood deten- 
tion project in the Huai River Basin, the Yuming River 
Basin, the Yuming River control project, the Wo River 


The important ones among them are: the heavy 
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control project, the Erhho Movable Dam project, the Ying 
River distribution gate project in the basins of the Yi, Shu, 
Wen and Szu rivers, the project for regulating the central 
of the Grand Canal, the Suchien regulator project, the 
Kiangfengko flood-diversion project, the Sinlitun Reservoir 
in the Liao River Basin and the expansion project for the 
people’s victory irrigation canal on the Yellow River. 21 
of the large-scale water conservancy projects will be com- 
pleted this year. 


Agricultural Projects—The state’s investment in the 
reclamation of wasteland in 1958 is 235 million yuan, and 
the plan for the enterprises directly under the Ministry of 
State Farms and Land Reclamation is to reclaim 7 million 
mou of wasteland. If we add to this the land reclaimed by 
state farms under local authorities, by the people them- 
selves and by new settlers, the total area of land reclaimed 
in 1958 will be 17,735,000 mou. In opening up land in the 
hilly regions, special attention should be paid to making a 
success of the work to conserve water and soil. 


In 1958, the state will invest in the afforestation of an 
area amounting to 4,283,000 mou. At the same time, the 
mass movement for tree-planting and afforestation will be 
further developed. In order to realize the plan to cover the 
country with greenery, the local authorities throughout the 
country must draw up specific plans for areas to be afforest- 
ed in accordance with the specific local conditions, make 
full use of all available time and speed up the work of 
planting trees and covering the country with greenery. In 
the places where trees can be planted in all four seasons of 
the year, efforts should be made to plant in all seasons, in 
those places where trees can be planted in three seasons, 
efforts should be made to plant throughout the three seasons, . 
and in those places where trees can be planted in two sea- 
sons, efforts should be made to plant throughout the two 
seasons, 


In 1958, it is planned to add 1,457 tractors to the 
agricultural machinery tractor stations. Many agricultural 
producers’ co-dperatives are very enthusiastic about the 
technical transformation in agriculture, and have saved up 
larger funds, so they will purchase large amounts of new 
type farm implements and drainage and irrigation equip- 
ment in order to promote the development of agricultural 
production. ; 


Communications and Transport—The state will invest 
2,200 million yuan in 1958 in capital construction in the 
field of communications and transport. About two-thirds 
of this sum will be used for railway construction. In Rail- 
way construction, it is planned to lay about 1,500 kilo- 
metres of tracks, both new and double tracking existing lines. 
Most important is the completion of the entire line be- 
tween Paotow and Lanchow which will link up. Northwest 
China with the Inner Mongolian Autonomous Region, and 
a track of 300 kilometres along the Lanchow-Sinkiang Rail- 
way up to Hami. According to plan the length of railway 
to be formally opened to traffic in 1958 will be 2,234 kilo- 
metres, an increase in railway opened to traffic greater 
than in any other previous year. During this year, we 
should make active efforts in building the lines between 
Szechuan and Kweichow and between Kweichow and : 
Kwangsi, and step up the construction of the key engineer- 
ing’ projects. Energetic preparations should also be made 
‘for the building of the lines between Hunan and Kweichow 
and between Kweichow and Yunnan. To accelerate the 
rate of canstruction, the method of working in sections 
could be adopted. When completed in three to five years 
time, these railway trunk lines will link up our Southwest 
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TAIWAN’S ECONOMIC POSITION AND PROSPECTS 


By Li Kuo-Ting 


(Member, Industrial Committee, Republic of China) 


Agriculture still plays a most important role in the 
over-all economy of Taiwan. It provides a means of live- 
lihood for more than half of the population and is the 
principal source of national income. It is also the greatest 
earner of foreign exchange, accounting, together with pro- 
cessed agricultural products, for more than 90 per cent of 
total annual exports. 


Agriculture being the backbone of the over-all economy, 
it has commanded and has received an appropriate share 
of attention in the course of Taiwan’s economic program- 
ming in the interest of a balanced and sustained growth of 
economy. 


A higher standard of living for the farmers is essential 
for the creation of domestic demand for goods and factory 
products. Their increased earning power and savings pro- 
vide an important source of investment capital. Greater 
productivity of raw materials for industry also means greater 
availability and food for the factory workers. 


Unfortunately, there is only a very limited amount of 
acreage that is suitable for farming, and this small amount 
only after reclamation through drainage or irrigation. 


So, in Free China’s approach to the question of rural 
reconstruction, the greatest emphasis has been on increased 
productivity and unit area production through such co- 
ordinated measures as strengthening of rural organization, 
agricultural extension, research and education, pest and 
disease control, fertilizer distribution and application, water 
use and control, improvement of rural health, land adminis- 
tration, improvement of crops and farm implements. 


As a result, total agricultural production (including 
forest, livestock and fisheries) has increased 75 per cent 
during the last six years from 1950 to 1956. 


Particularly noteworthy is the land reform program 
which was launched in 1949 and completed in 1953. More 
than 235,000 hectares or about 26 per cent of the total 
of cultivated land, both private and public owned, were 


Region with other parts of the country in three directions: 
North, East and South. 


In road construction the Ministry of Communications 
is responsible for the construction of 11 lines. These are 
mainly roads leading to regions inhabited by the minority 
nationalities in China’s Southwest. In water transport, 
the Ministry of Communications is responsible for the con- 
struction of the docks at Shanghai, Tientsin, Chungkiang, 
Chankiang, Paso on Hainan Island, and Yuhsikow in Anhwei 
Province, as well as for increasing the tonnage of shipping 
by more than 78,000 tons. 


Besides capital construction projects in the above- 
mentioned branches, the state has also made suitable ar- 
rangements according to need in such fields as the building 
of warehouses for the commercial departments, urban con- 
struction, and the development of culture, education and 
health services. The work of capital construction in 1958 
is very heavy. All the departments and localities concern- 
ed must improve and speed up their work while at the same 
time ensuring good quality and lowering building costs so 
as to better fulfil the plan. 


redistributed. 
benefited. 


To compensate for the land bought from private owners 
and redistributed, the Government transferred four large 
Government-owned enterprises to private ownership. The 
transfer was intended for two other important purposes: 
First, to promote the spirit of free enterprise by encourag- 
ing private operation of established industries; second, to 
mobilize private capital by shifting private investment from 
land to industry. 


More than 383,000 farm households have 


Now, it is admitted there is very much room for im- 
provement in the operation of these corporations under 
inexperienced private management. But the transfer of 
ownership has been a great experiment and shows the de- 
termination of the part of the Government to foster the 
growth of a healthy, free economy. 


Planning for the industrial development of Taiwan was 
a comparatively less difficult task during the early postwar 
years. It was a question of rehabilitation to bring the 
industrial machine back into operation. In some areas, 
primarily such basic service industries as power and trans- 
portation, rehabilitation had been followed immediately by 
expansion which is still continuing today. 


The yail system, for instance, was in a critical condi- 
tion during the early years. Half of the crossties were 
estimated to have rotted and have become a hazard to 
safe and efficient operations. A reduction in speed and a 
suspension of night runs were required. Passenger traffic 
averaged only slightly more than 100,000 persons per day; 
freight traffic about 7,000 tons per day. Since then, the 
entire rail system has been reconstructed and improved. 

Take the power industry for another instance. It is 
the key to industrialization and has been receiving the 
greatest emphasis in the industrial development of Taiwan. 
Whereas the total. installed generating capacity once reached 
320,000 KW, it had dropped to only about 70,000 KW at 
the close of World War II. Through determined Govern- 
ment efforts and thanks to U.S. aid, Taiwan had, by the 
end of 1952, not only completed rehabilitation of the in- 
dustry but had also accomplished a number of extension 
projects, including the integration of the original separate 
power systems. 


As a result of growing demand for power and continu- 
ing expansion of the Taiwan power system, there are at 
present 20 hydro and 4 thermal plants in operation with a 
total installed capacity of 512,060 KW (373,560 KW hydro 
and 138,500 thermal). In slightly more than 10 years 
from 1946 to 1956 annual power generation has increased 


from 472 to 2,250 million KWH, representing almost a 400 
per cent increase. 


Among the 750,000 customers served today, domestic 
users amount to 81.5 per cent, commercial users 15 per 
cent and industrial users 3.5 per cent. These figures clearly 
show that electric power is being popularly used by the 
common people. On the other hand, about 80 per cent 
of the total energy output is sold to industry, which in- 
dicates the industrial progress of Taiwan. 

There are new power projects underway. It is ex- 
pected that by 1960 an additional installed capacity of: 
around 300,000 KW will have been achieved. 
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While the above describes in detail some of the most 
important things Free China has been doing in Taiwan to- 
ward the provision of basic services essential to industrial 
growth and at the same time toward the promotion of agri- 
cultural progress and rural prosperity, the following is a 
brief review of the over-all industrial development of Tai- 
wan during the last few years: 


First, provision of daily necessities of life. In this 
case, the textile industry is a splendid example. It was 
practically nonexistent before the war. It is now not only 
capable of supplying virtually all local needs for clothing 
at reasonable costs, but also capable of providing a surplus 
for export. In a short span of nine years from 1948 to 
1956, Taiwan’s textile production has achieved a gain of 
no less than 1,000 per cent and almost completely by means 
of private effort. 


Another area to which greater, sustained effort has 
also been directed is the fertilizer industry. This is because 
of the dependence of such a large segment of the population 
on adequate supplies of reasonably priced fertilizer for their 
economic well-being and of the expanding requirements of 
foodstuffs to feed a rapidly growing population. 


Calcium cyanamide, superphosphate and fused phosphate 
were the fertilizers produced before the war. New pro- 
jects that have been constructed or are under construétion 
include an ammonium sulphate plant, a urea plant, a nitro- 
chalk plant and a nitrophosphate plant. 


‘Current annual production of all chemical fertilizers 
is about 200,000 metric tons or five times the peak produc- 
tion record of the prewar days. In spite of this, however, 
more than 22 million U.S. dollars are being spent every 
year for imports. Production by 1960 is estimated to be 
about 700,000 metric tons and may well be able to cut an- 
nual imports down drastically. 


Secondly, integration of operations. 
aluminum industry is a fine example. Prior to the war, 
only aluminum ingots were produced. Now, Taiwan is pro- 
ducing not only ingots but also aluminum sheets, foil, 
shapes and a great variety of aluminum-ware, thereby pro- 
viding increased opportunities for employment and new 
sources of income. 


Thirdly, development of indigenous agricultural re- 
sources. There are many splendid examples under this cate- 
gory. Sugar refining is still the most important industry 
on this island. Sugar production amounted to 795,000 metric 
tons in 1956 and accounted for 58.5 per cent of total ex- 
ports of that year. 


The industry has two important by-products in very 
large quantity, namely, bagasse and molasses. Bagasse has 
been used for making pulp. The bagasse pulp plant of the 
privately-owned Taiwan Pulp and Paper Corporation with 
an annual output of 22,000 metric tons is one of the most 
successfully operated plants of its kind in the world. 


Two new projects came into production in 1956. One 
manufactures bagasse insulation and hard boards with an 
annual capacity of 1,400,000 sheets, which ranks first in 
seale of production in the Far East. The products are used 
as a substitute for natural wood boards for construction of 
buildings and can also be exported. Another project manu- 
factures yeast with an annual output of 12,000 metric tons, 
so far the largest of its kind in the world. Yeast is pro- 
cessed into animal feed to replace imports of bean cakes 
and soybeans. 

Pineapple packing is another example of utilization of 
agricultural resources. Last year’s production was about 
one million cases. Total exports in the same year reached 


In this case, the 
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about US$6 million. It is hoped that by 1960 production 
would be upped to 2 million cases and exports to $9 million. 


This can be achieved with fuller utilization of marginal 
land, improvement of unit area production, modernization of 
plant and equipment, improvement of quality and, ‘more 
particularly, with better organization and closer coordina- 
tion between production, processing and marketing. 


Also noteworthy is the forestry development project of 
the Big Snow Mountain Range. The forest is estimated to 
have 11 million cubic meters of coniferous saw lumber and 
2.8 million cubic meters of hardwood saw lumber. The 
project is at present under implementation and is expected 
to become an organization responsible for all the operations 
of this forest range, including reforestation, lumber produc- 
tion, utilization and distribution. 


The fishing industry is another activity whose develop- 
ment has received emphasis. Its production has seen an 
increase of over 10,000 metric tons every year for the last 
few years and registered an all-time high of upward of 
193,000 metric tons in 1956. The industry provides a 
means of livelihood for as many as 239,000 fishermen and 
their families. 


Fourthly, development of other natural resources. Tai- 
wan is not richly endowed, but it does have coal, copper, 
pyrite, sulphur, limestone and salt. Among the minerals 
both coal and salt have enjoyed quantity production with 
coal at about 2,500,000 metric tons and salt at 300,000 to 
400,000 metric tons a year. Whereas most of the coal 
produced is consumed domestically, the greatest portion 
of salt production is shipped abroad for export. 


As to the manufacturing industries, caustic soda and 
cement have been among the most well established. Produc- 
tion of the former was registered at about 7,700 metric 
tons in 1951 and at about 19,300 metric tons in 1956. Pro- 
duction of cement stood at about 390,000 metric tons in 
1951 and at about 590,000 metric tons in 1956. 


Production of both industries is being pushed up by 
private enterprise in order to meet the expanding require- 
ments of the production of aluminum and paper in the case 
of caustic soda and of the growing needs of engineering 
construction programs in the case of cement. As a matter 
of fact, annual output of cement is expected to be more 
than doubled within the next three years with surplus capa- 
city for export. 


Several new projects may be mentioned. Window 
glass came into full production last year with an annual 
output of 140,000 cases. Polyvinyl chloride resin began to 
be produced early this year at an annual capacity of 1,200 
metric tons. The former makes use of large local deposits 
of glass sand; the latter of limestone and surplus chloride 
from the manufacture of caustic soda. A 60Q-ton per day 
soda ash project is now under implementation. It will make 
further use of salt and limestone and provide a new domes- 
tic source of soda ash supply. All these projects represent 
private investment. 


Fifthly, development of manufacturing industries to 
work on imported raw materials. This group of industries 
represents those depending on importation of raw materials. 
Textile, aluminum and petroleum are three of the most 
important. In the case of textiles and petroleum, finished 
products are channeled principally to the domestic market. 
In the case of aluminum, export is the main outlet. 


Other examples are offered by the rayon industry, flour 
industry, edible oil industry, rubber product industry and a 
number of other industries, the greatest majority of which 
are under private administration. 
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ECONOMIC DEVELOPMENTS IN SOUTH VIET-NAM 


In 1956 southern Viet-Nam began to emerge from the 
difficulties of the post-war period; for the first time it 
was in a position to take in hand the problem of economic 
development. In 1955, conditions of insecurity had pre- 
vented some areas from contributing to the economic ad- 
vantage of the country as a whole. The arrival in southern 
Viet-Nam of about 900,000 refugees had brought crucial 
problems to a country with a total population of 11 million. 
By 1956, however, a substantial number of refugees had 
been resettled and, while many problems were still to be 
solved in this respect, they were no longer of such a magni- 
tude as to threaten the stability of the country’s economy. 
The Government was able to counteract potential infla- 
tionary pressure arising from money brought and spent by 
refugees, expenditures of the French expeditionary forces, 
new investments and the relative scarcity of rice. Prices 
rose, but only moderately. Thus, substantial progress had 
been achieved by 1956, and at the same time a number of 
major problems remained to be solved before the country 
could attain economic equilibrium, stabilize the cost of 
living and rely on its own resources. 

Urgent problems have resulted from the movement of 
population from rural areas to cities, which took place 
during the war owing to uncertain conditions. The popula- 
tion of Saigon increased from 500,000 before the war to 
1,900,000 in 1956. In spite of this inflow of population, 
however, unemployment was not a serious problem in urban 
areas until 1955, because of the very large expenditures of 
the French troops, who customarily converted almost their 
entire salary payments from francs into piastres for local 
consumption purposes. To meet the requirements of the 
French forces, numbering about 200,000 in 1953-1955, there 
had been considerable expansion of the distribution sector. 
Certain industrial activities, such as the production of elec- 
tricity and chemicals, had also expanded. These develop- 
ments helped to provide employment for migrants. They 
also improved the levels of living in the cities; real wages 
of unskilled and skilled workers in Saigon in 1955 were 
30 per cent and 76 per cent higher, respectively, than at 
the end of 1949. The factors which had created this situa- 
tion, however, disappeared at the beginning of 1956. The 
French expeditionary forces had left southern Viet-Nam by 
April 1956, and about 75,000 persons working directly for 
the French army were left without work. Certain industrial 
and trading activities which had mainly supplied the needs 
of the French army also faced a recession. The Viet-Namese 
army demobilized 57,000 men, and foreign firms released 
members of their staffs. A large number of people in the 
cities have faced unemployment or under-employment or 
have been engaged in activities which are not productive. 
It has therefore become increasingly necessary to find ways 
to limit the number of people engaged in subsidiary activi- 
ties and to transfer them to a more productive sector, 
largely to agriculture. 

Another major problem has been the scarcity of trained 
staff in public organizations and private enterprises, owing 
to the departure since 1950 of many French nationals who 
occupied important posts in ministries and in private firms, 
and to new needs arising from the implementation of de- 
velopment programmes. Moreover, few Viet-Namese were 
able to receive training in local universities or abroad dur- 
ing the fifteen war and post-war years. This scarcity of 
personnel, however, is being alleviated by the Government’s 
training programme, with external assistance. 

Both the budget and foreign trade show heavy deficits. 
These deficits are linked, since the budgetary deficit is 


financed by the counterpart fund established with proceeds © 
from the sales of United States aid imports of consumer 
and producer goods. This deficit has amounted to between 
6 billion and 8 billion piastres, more than one-half of the 
total budgetary expenditure and more than three-quarters 
of total imports. ‘To economize on foreign exchange, the 
Government has restricted imports, revised customs duties, 
and encouraged production. Fiscal reform has also been 
contemplated. A considerable increase in production, how- 
ever, is indispensable to permit further reductions in im- 
ports and a substantial increase in exports, as well as to 
provide a wider base for taxation. This in turn implies 
increased investment, and efforts have been in process to 
develop the newly created National Investment Fund. 

Preliminary discussions with respect to a five-year plan 
have been under way. While the plan has not yet been 
finalized, it appeared that priority would be given to agri- 
cultural activities, specifically to restoring to cultivation 
land which has been uncultivated in recent years and 
cultivating additional land in the high plateaux of central 
Viet-Nam and in the Jones ‘plain; attention would also be 
given to developing light industries, such as textiles and 
the processing of agricultural products. No great increase 
in per capita consumption was expected to result from 
implementation of the plan or from any programme of. acti- 
vity, in the years immediately ahead, since the level of 
consumption for the population as a whole has been rela- 
tively high, owing to the large amount of imports. What 
might be attempted is a readjustment of consumption levels 
as between rural and urban areas, to improve the former; 
transfer of those engaged in subsidiary activities into more 
productive pursuits; channelling of available resources into 
investment; and the gradual replacement of foreign aid by 
increased production with a resultant gain in financial re- 
sources and exports, and a reduction in imports. 

Southern Viet-Nam has been able in a short period 
of time to solve, if not all, at least the main problems 
relating to the settlement of the 900,000 refugees who 
came from northern Viet-Nam at the end of 1954 and the 
beginning of 1955. - This was facilitated by favourable fac- 
tors, such as French and United States aid, the existence 
of uncultivated land and the industrious nature of northern 
Viet-Namese who were able to adjust to new circumstances. 
Good use was made of these favourable factors. The re- 
fugees were distributed in 325 villages, of which 300 were 
ewere under the charge of the Commissariat for Refugees. 
Three categories were established. In the villages of category’ 
A, which number approximately 100 and include more than 
one-third of the refugees, a programme of activities has 
been implemented and the financial help to the village has 
gradually been withdrawn. In this category, it is estimated 
that 60 villages are already totally self-sufficient. The 
villages in category B have a programme of activities but 
it is still in a transitory stage. Category C includes about 


50 villages in areas in which security has been recently 
restored. 


PRODUCTION AND DEVELOPMENT 


Agriculture, Fisheries and Forestry 


Four land resettlement and reclamation projects, cover- 
ing 200,000 hectares, were started in 1956. In Cai San, 
in the southern part of the country, 12,000 hectares was 
reclaimed and more than 40,000 refugees resettled between 
1 January and the end of June. During this period, seven- 
teen canals in the area, covering a distance of 199 km, 
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were opened to traffic. Other current reclamation and re- 
settlement projects are in Baclieu-Camau, in the Joncs plain 
and in the Pleiku and Kontum regions. Foreign aid from 
France and the United States has been employed to help 
finance resettlement. French aid has also been offered to 
finance a programme of agrarian reform, whose final pur- 
pose is to enable peasants to acquire land previously belong- 
ing to French citizens or French companies, but this pro- 
gramme has not been developed beyond the preliminary 
stage. A sum of Pr 273 million has been allocated for 
irrigation. 

With the return of rice fields to cultivation, following 
the improvement in security conditions, the area planted 
to rice increased from 1.7 million hectares in 1954/55 and 
2.1 million hectares in 1955/56, with production of paddy 
rising from 2.1 million tons to 2.7 million tons in the 
same period. A further increase of 5 per cent in the planted 
area was expected in 1956/57. These aggregates are never- 
theless far below their pre-war level. 


In spite of the increase in production, there was a 
shortage of rice in the cities in late 1955 and early 1956 
because of the political situation, which prevented rice 
shipments from rural areas. Exports were therefore dis- 
continued and had not been authorized again by October 
1956, though it was estimated that an exportable surplus of 
about 200,000 tons of rice was available. 


Production of rubber during the first nine months of 
1956, amounting to 39,260 tons, was 11.4 per cent higher 
than in the corresponding period of 1955. The ratio of 
tapped to planted area increased from 80 per cent in 
January 1955 to 90 per cent in May 1956. Expansion of 
rubber plantations was expected to be included in the five- 
year development programme. 


The area planted to sugar-cane increased from 22,000 
hectares in 1954/55 to 28,000 hectares in 1955/56. The 
Government has encouraged tobacco production; the planted 
area rose by 4,000 hectares between 1954/55 and 1955/56. 
Production of several other agricultural products was ex- 
pected to increase in 1956/57. The planted area for white 
maize was to be increased, and the production of red maize 
was expected to double. 


The livestock population, although still about half its 
pre-war size, increased between the end of 1955 and mid- 
1956, except for hogs. The reduction in the hog popula- 
tion was attributed to increased slaughter, owing to the 
lack of rice feed when rice shipments to the cities were 
resumed in 1956. To increase the production of cattle, 
three large cattle farms have been established with United 
States aid, amounting to Pr 4,2 million in 1956. 


Sea fish landings are of the order of 100,000 tons per 
annum. Half of this amount has been used to produce 
Nuoc Nam sauce, a condiment whose output has been esti- 
mated at 45 million litres annually. 


Production of timber as well as of charcoal registered 
substantial increases between the first five months of 1955 
and the corresponding period of 1956. 


Mining and Industry 


Since May 1956 a small government-owned coal mine 
has been operating at Nong Son; its monthly production 
has been estimated at 600 tons. The coal is transported 
by .water-way to Faifoo, at high cost, before distribution 
to consuming centres. A. sum of Pr 8 million was to be 
provided to improve the road leading to the mine, and French 
aid in equipment and technical knowledge was expected 
to bring monthly production to 2,000 tons. Salt produc- 
tion amounted to 63,000 tons during the first nine months 
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of 1956—an increase of 4 per cent compared with the 
same period in 1955. 


Developments in industry during 1956 have been diver- 
gent. The year 1956 was one of recession for most of the 
chemicals (oxygen, acetylene, carbonic gas) and also for 
beer, carbonic beverages and ice, because of the departure 
of a major consumer, the French expeditionary forces, and 
because of scarcity of raw materials for the chemical in- 
dustries and the need to import them. On the other hand, 
there has been progress in the alcohol, sugar and match 
industries. Production of selected products from January 
to November of 1955 and 1956 was as follows (in thousands 
of indicated units): 


1955 1956 


Oxygen (cubic metres) 525 404 
Acetylene (cubic metres) 150 112 
Carbonic gas (kilogrammes) 175 108 
Matches (boxes) -----.----- 35 46 
Alcohol (hectolitres) -_--- 17 101 
Beer (hectolitres)) 566 470 
Carbonated beverages (hectolitres) -------- 221 215 
ECO CROTNS ae 131 113 
Sugar (tons) 6 13 
Tobacco (tons) 5 5 


Since June 1956, a factory has been assembling motor- 
scooters. The production of rubber soles and other articles 
made of rubber, as well as plastic products and ceramics, 
has been expanded. 


The sugar factory at Hiep-Hoa was modernized during 
the year, reaching an annual production capacity of 20,000 
tons, while another sugar factory with an annual capacity 
of 10,000 tons was to be constructed in Tuy-Hoa. Other 
projects in 1956 included the construction at Dran of a 
paper factory with an annual capacity of 7,000 tons. A 
cotton spinning factory with an annual capacity of 5,000 
tons was to be built in Saigon. 

Following a recommendation of the International 
Labour Organisation and the United Nations Economic 
Commission for Asia and the Far East, the Government 
has promoted co-operatives for small and handicraft in- 
dustries; in the twelve months ending October 1956, 60 
co-operatives were established. 


With the recession in the Saigon area, construction 
activity there was almost at a standstill showing a further 
reduction of 38 per cent between the first seven months of 
1955 and the same period of 1956. A sum of Pr 88 million 
was allotted from the budget and from United States aid 
in 1956 for construction, and an additional amount of Pr 
31 million was allotted for water supplies. 


Transport 


In general, the volume of transport in 1956 fell despite 
an increase in production, owing to the departure of the 
French forces, which was followed by a sharp reduction 
in demand. By December 1955, the National Railway Com- 
pany, a financially autonomous government enterprise, had 
repaired the section of track between Van-Gia and Dailanh 
(22 km); by April 1956 the section between Dailanh and 
Haoson (12 km) had been repaired, and early resumption 
of operations was expected on a further section, between 
Haoson and Tuy-Hoa. For the maintenance of roads and 
bridges, Pr 461 million was allocated from the 1956 budget 
and United States aid. 


The loss of external trade in 1956 reduced the volume 
of traffic. In the first eight months of the year, although 
passenger traffic was maintained at about the same level 
as in the same period of 1955, railway freight traffic fell 
by 31 per cent. The tonnage of goods loaded and unload- 
ed at the port of Saigon during the first eight months of 
the year also fell by 20 per cent from 1955 to 1956. 
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Since September 1956, coastal shipping has been solely 
by means of the southern Viet-Namese fleet of seventeen 
ships—with barely one-tenth of the pre-war tonnage. 


A great effort has been made to improve transport. 
To develop roads in 1957, it was expected that $20 million 
would be allotted from United States aid and Pr 300 mil- 
lion from the national budget, roughly doubling the funds 
available in 1956. Similarly for railways, it was expected 
that funds amounting to $4.5 million and Pr 100 million 
would be available in 1957, as against Pr 40 million in 
1956. For water-way communications, the amount of funds 
was to be $3 million and Pr 50 million in 1957. 


TRADE AND PAYMENTS 
Trade 


For the first ten months of 1956, imports amounted 
to Pr 6,052 million, a decrease of 20 per cent compared 
with the same period in 1955; exports, equal to only about 
20 per cent of imports, amounted to Pr 1,209 million, a 
decrease of 39 per cent. The trade deficit of Pr 4,843 
million for the first ten months of 1956, financed entirely 
by foreign aid, was smaller than that of Pr 5,538 million 
for the corresponding period of 1955. 


The loss in exports was mainly due to the fact that 
rice exports, which amounted to over Pr 315 million, or 16 
per cent of total exports, in the first ten months in 1955, 
amounted to only Pr 7.5 million during the same period 
of 1956. During the first ten months of 1956, the quantity 
and value of rubber exported increased slightly to 48,645 
tons, valued at Pr 1,059 million. During the first ten 
months of 1956, exports of feathers for bedding, dried 
shrimps, leather and unprocessed skins were reduced. 
Among imports, the contraction during the first ten months 
of 1956 as compared to the corresponding period of 1955 
was most marked in transport equipment, which fell 27 
per cent, textiles, with a drop of 21 ner cent, and food, 
15 per cent lower. 


In a further marked shift in the direction of trade, 
the French Union became once again the most important 
customer of southern Viet-Nam during the first ten months 
of 1956, taking 69 per cent of total exports, against 35 
per cent for the corresponding period of 1955; this was 
due to the French purchase of rubber, amounting to Pr 
806 million or 67 per cent of the country’s total exports 
for the period. The second most important customer of 
southern Viet-Nam was the United States, purchasing 18 
per cent of total exports; next came Cambodia with 5 per 
cent and Hongkong and Laos with 2 per cent each. In 
the first ten months of 1956, exports to Japan, which had 
reached Pr 51 million in the first ten months of 1955, were 
reduced to Pr 0.3 million; exports to Malaya declined from 
Pr 153 million to Pr 26 million between these periods. 


The shift in the origin of southern Viet-Nam’s imports 
which had started in 1955 continued in 1956: imports from 
the French Union dropped from 58 per cent of total im- 
ports during the first ten months of 1955 to 27 per cent 
during the corresponding period of 1956. Imports from 
the United States rose from 7 per cent of total imports 
(second place) to 27 per cent (sharing first place). Japan 
followed closely with 24 per cent of the total as compared 
to only 5 per cent in 1955. 


Balance of Payments 


The balance of payments statistics of southern Viet- 
Nam began to register non-merchandise, in addition to 
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merchandise, transactions with Cambodia and Laos only 
after the introduction of exchange control among the three 
countries at the end of September 1955. Subject to this 
qualification, net receipts from international transfers and 
loans and repayments (consisting mainly of United States 
aid of over Pr 9.1 billion) amounted in 1955 to Pr 8,822 
million, more than offsetting the deficit on goods and ser- 
vices of Pr 7,431 million, and enhancing substantially the 
reserves of the National Bank. 


Transfer facilities for profits of foreign enterprises 
were much reduced in 1955 and during the first half of 
1956. After the opening of the free exchange market in 
July 1956, all transfers were transacted through its facili-~ 
ties, and the authorized amount transferred may have reach- 
ed a billion piastres during the second half of 1956. It 
had been agreed that 20 per cent of the French army pur- 
chases of piastres with French francs should be used to 
finance capital transfers. This amounted to 4 billion franes 
by October 1956. No provision for transfer of French 
capital was made after the departure of the French army 
in April 1956. 


Foreign investment was affected by a presidential de- 
cree in early September 1956, which prohibited foreign 
concerns from continuing to deal in grain, groceries, coal, 
oil, fish, meat, scrap metals and surface transport. 


Trade Controls, Regulations and Agreements 


Most of the imports in 1955 and 1956 were financed 
by United States commercial aid. Purchase of French gocds 
was, as before, facilitated by the “triangular francs” ar- 
rangement, under which the United States has sold agricul- 
tural products to France and has then donated the proceeds 
in franes to southern Viet-Nam to finance imports to the 
amount of 12 billion francs from January to October 1956. 


Since the middle of 1955, a quarterly import quota 
has been established by the Import Commission for each 
commodity. Importation of luxury goods, such as wines, 
liquors and passenger cars, has been more and more restrict- 
ed. On 1 April 1956, there was a readjustment of import 
tariffs: on many luxury items, the tariffs were doubled; 
on other items considered vital to the economy, they were 
lowered (on tractors, for example, from 15 per cent to 5 
per cent). By 3 December 1956, imports from twenty coun- 
tries including France were subject to the minimum tariffs. 
Since 1 March 1956, France has no longer had the benefit 
of preferential tariffs. 


From December 1954 to the middle of 1956, the 
number of importers rose from fewer than 100 to about 
20,000. From June 1956, however, in order to combat 
the rise of small inefficient importers, each importer was 
required to have a store or warehouse, and was authorized 
to import only three kinds of goods, for each of which he 
was obliged to deposit a bond of Pr 350,000. As a result 
of this order, the number of importers was reduced to 
1,400 by October 1956. 


Because of difficulties in exporting caused by over- 
valuation of the piastre, the system for retention of a por- 
tion (15 per cent) of the export proceeds has been continued, 
to permit rubber to be profitably exported. 


No new trade agreement was signed in 1956; those 
that expired were not renewed. Payments agreements were 
signed with Cambodia at the end of 1955 and with Laos 


at the beginning of 1956, providing for semi-annual clear- 
ing of accounts. 
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FINANCE AND PRICES 
Public Finance 


The 1956 provisional budgetary expenditure of the 
national and regional governments was estimated at Pr 13.6 
billion, a reduction of 14 per cent compared to the 1955 
budget. This reduction was mainly due to a decrease in 
military expenditure, from Pr 11.4 billion in 1955 to Pr 7.6 
billion (still 56 per cent of total expenditure) in 1956. 
Administrative expenses for the National Assembly, informa- 
tion services, justice, public finances, foreign representa- 
tion and similar items were estimated at Pr 2,820 million, 
or 21 per cent of the budget; Pr 2,060 million (15 per 

cent of the budget) was allotted to administrative and 
equipment expenses for social and economic development 
(agriculture, industry, trade, health, education, public 
works). Of the foregoing expenditures, Pr 6,190 million 
was to be financed by taxes and Pr 6,250 million by United 
States aid. 


Foreign aid has been the most important source of 
finance in southern Viet-Nam, since it has provided basic 
support to the budget and has financed most of the imports 
(about 80 per cent) needed for urban consumption, econo- 
mic development and military purposes. In 1955/56, United 
States aid amounted to $197 million: $23 million in direct 
aid and $174 million in commercial imports. The piastres 
generated by the sale of dollar exchange have been de- 
posited in a counterpart fund, most of which has been spent 
for financing the defence and development budget and for 
settlement of refugees. In 1956/57, United States aid was 
expected to amount to about $250 million, of which one- 
third was to be in direct aid and- two-thirds in the form 
of commercial aid imports. 


French assistance has been given under a bilateral aid 
programme, and has included the services of experts, the 
granting of scholarships, and the financing of recovery plans. 
In 1955 and 1956 it was utilized in the fields of agricul- 
ture, public works and refugee settlement. 


Money and Prices 


After the withdrawal of bank-notes common to Cam- 
bodia, Laos and Viet-Namn from September to November 
1955, new notes were issued by southern Viet-Nam. The 
total amount of new notes in circulation was Pr 4,415 
million on 20 December 1956. A presidential decree sign- 
ed in November 1955 fixed the official exchange rate at 35 
piastres to the dollar. On 17 December 1955, the Govern- 
ment repealed its monetary agreement with France, and 
beginning from 1 January 1956, the piastre ceased to belong 
to the franc zone. Since then, an official foreign exchange 
market regulated by the. National Bank of Viet-Nam has 
operated in Saigon. The existing official rate of exchange 
has been maintained. i 


In addition to the official market, on which most trans- 
actions have been effected since 1 July 1956, there has been 
a free market in. foreign exchange. The free market rate 
of the piastre, which is fixed daily, has fluctuated around 
Pr 74 to the dollar. The foreign exchange required: for 
approved transfer of profits of foreign enterprises, savings 
of foreign residents and sums for foreign travel has to be 
obtained from the free market. 


In September 1956, the Government of the Republic 
of Viet-Nam became a member of the International Mone- 
tary Fund'and of the International Bank for Reconstruc- 
tion and Development; in order to cover its contribution, 
.the Government obtained a loan of $25 million from the 
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Export-Import Bank of Washington. Several new financial 
institutions have recently been established to finance econo- 
mic development. The National Investment Fund for the 
development of industry was launched in September 1955, 
receiving Pr 50 million from the Government in that year 
and another Pr 100 million by March 1956. Loans for in- 
dividual projects have varied between Pr 100,000 and Pr 6 
million, to be repaid within seven years, at 6 to 8 per 
cent interest per annum. By October 1956, Pr 135 million 
had been lent ‘to small industries (sawmills, brick factories, 
textile mills), irrigation works and so on. 


Farmers and small landowners have been able to bor- 
row from the Agricultural Credit Institute, financed by 
United States aid .(Pr 225 million). In addition, they 
may borrow from newly created agricultural co-operatives; 
twenty of these were in existence in October 1956 and 
twenty more were to have been organized shortly thereafter. 
The amount of Pr 140 million has been earmarked for 
financing these co-operatives. Small businesses may borrow 
from the Commercial Credit Bank, established at the end 
of 1955 with a capital of Pr 200 million loaned by the 
National Bank; they may also borrow from the National 
Investment Fund. Since these financial institutions are for 
short-term and medium-term borrowing only, there is a 
plan to establish a long-term credit institution for industrial 
development. 


.Loans, advances and bills discounted by commercial 
banks increased by over 33 per cent between August 1955 
and August 1956, from Pr 956 million to Pr 1,273 million. | 
Total deposits remained stationary during the period, and 
large excess reserves were held in the National Bank. 
Though the legal reserve requirement has been 10 per cent, 
the actual reserve since April 1955 has regularly been about 
50 per cent, owing partly to the accumulation of French 
deposits awaiting repatriation and a slowing down in busi- 
ness Activity on the part of French traders. 


Prices increased in southern Viet-Nam in 1955 and in 
1956. The refugees who came during 1954—1955 brought 
with them substantial means which they utilized during the 
first months of their entry into southern Viet-Nam without 
creating equivalent production. Investments were made to 
resettle these refugees and to set up the administrative or- 
ganization needed by the new State. The French troops, 
who numbered about 200,000 from.19538 to the end of 1955, 
made large expenditures and when they left the country 
they spent large sums, especially in the towns, in view of 
the difficulties of transfer. The unavoidable gap between 
the spending of counterpart funds from foreign aid ‘for 
financing the defence and development budget and for 
settlement of refugees, and the imports of goods financed 
by this aid, tended to exert an inflationary pressure. The 
price of rice, the leading product of the economy, rose in 
the latter part of 1955. 


The increase in the cost of living was moderate, how- 
ever, owing to a number of factors. From January 1956, 
rice shipments from the provinces to the towns rose, and 
the rice crop for 1956 was expected to be distinctly larger 
than in 1955, even leaving some quantity for export. A 
large number of refugees were resettled and began to con- 
tribute towards production. About mid-1956, prices of im- 
ported goods started to rise, because of import restrictions, 
and the index of the cost of living for the working class in 
Saigon rose by 11 per cent from April to August 1956. 
However, the index declined by, 7 per cent from August to 
October. Price control was instituted in October 1956 for 
all imported goods and essential local products, retail shops 
being required to mark selling prices on items offered for 
sale. 
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ECONOMIC DEVELOPMENTS IN CAMBODIA 


Agricultural production in the crop year 1955/56 
showed a recovery after the setback of 1954/55. Indus- 
trial production, construction and the volume of transport 
also rose somewhat in 1956. However, because of an ex- 
tremely small rice crop in 1954/55, total exports in the first 
half of 1956 were low, and a growing proportion of imports 
was financed by foreign aid. 


In 1956, the two-year economic development Plan was 
getting under way with the help of very substantial foreign 
aid. It was expected that the port facilities at the new 
harbour of Kompong-Som would be partially available in 
1957. In a move to attract private foreign capital, regula- 
tions on foreign investment were promulgated on 31 May 


1956. Efforts to alleviate the lack of trained personnel, a 
major obstacle to further economic development, were 
under way. 


DEVELOPMENT AND PRODUCTION 


A two-year economic development Plan, for 1956 and 
1957, was formulated and adopted in 1955. Officially re- 
ferred to as an “equipment plan,” it provided for a total 
outlay of 3,500 million riels distributed as follows: increase 
and improvement in production, 38 per cent; construction, 
rehabilitation and improvement of ports, railways, roads 
and bridges, 38 per cent; social development (education, 
health, housing and water supplies), 19 per cent; and re- 
search, surveys and development of tourism, 5 per cent.} 
About 90 per cent of the planned expenditure was to be 
financed by foreign aid, including Ri 1,621 million already 
received by 31 October 1956 (United States aid Rie 1,050 
million, French aid Ri 510 million,? aid from donor coun- 
tries participating in the Colombo Plan Ri 61 million), 
Chinese aid of Ri 800 million for 1956-57 and a’ part of the 
US aid of Ri 500-1,000 million for 1957-58. For the ad- 
ministration of the Plan, a Supreme Council for Planning 
and National Development was established in December 
1955, and a National Equipment Fund was created to 
manage the financial operations. Most of the work was 
expected to be accomplished by the end of June 1958. A 
second Plan, to cover four or five years, is to be started 
about mid-1958. 


Estimated paddy production? in 1955/56, at 1.1 million 
tons, was 29 per cent higher than in 1954/55, although still 
considerably below the 1951/52—1953/54 average of 1.4 
million tons. To regain the 1952/53 yield,* selected seeds 
were again distributed to farmers in late 1956. However, 
because of the shortage of good quality seed, red rice had 
to be planted in some of the provinces. Irrigation ~work 
to irrigate 13,000 hectares in Siemreap was expected to be 
completed by the middle of 1957. 


1 A different break-down showed 62 per cent for construction work, 
15 per cent for equipment, 14 per cent for maintenance and 9 per 
cent for study and training of personnel. 


2 French aid for 1955-57 was to amount to 9,360 million francs, of 
which 5,100 million francs were spent by 31 October 1956. One-third 
was allocated for the construction of the new port at Kompong-Som 
and the rest for such projects as the Phnom-Penh airport, the port 
of Phnom-Penh, urban water supplies, the construction of a medical 
school and a hospital, and for scholarships and studies. 


3 The Statistics Section of the Department of Agriculture was not 
functioning in 1956, and the reliability of agricultural statistics, with 
the possible exception of those for rubber, was regarded as rather 
limited. In certain other respects <s well, the data required for full 
evaluation of Cambodia’s current economic situation were not avail- 
able. 


4 Yield per hectare fdr paddy, after dropping from 1.3 tons in 1952/53 
to an estimated 0.65 ton in 1954/55, recovered to 1.1 tons in 1955/56. 


Rubber production in the first eight months of 1956, 
at 17,110 tons, was up 16 per cent over the corresponding 
period in 1955; the rise during the same period reached 25 
per cent for maize and soya beans, 10 per cent for beans 
and peanuts, and 5 per cent for pepper. 


Livestock population rose somewhat but rinderpest con- 
tinued to be a serious menace, as in 1954 and 1955. Fol- 
lowing the International Veterinary Conference held in 
Bangkok in May 1955, Cambodia began a campaign to eradi- 
cate the disease, whose extent had, however, not been much 
reduced by the autumn of 1956. At the beginning of 1956, 
a number of outbreaks of foot and mouth disease occurred 
in the southern part of the country. 


Production of timber, firewood and charcoal, which 
declined by one-fourth in 1955, fell again by more than one- 
half in the first four months of 1956; this fall in production 
was accounted for by the large accumulation of stocks aris- 
ing from the suspension of exports to southern Viet-Nam, 
the main consumer, after the departure of the French 
army. 


Production of electricity rose to 27.8 million kWh 
in the first ten months of 1956, compared with 19.3 million 
kWh in the entire year 1955.5 Ice production also in- 


creased. For many other items, production statistics were 
not available.6 Salt production in 1955 was about 50,000 
tons. 


Construction activities increased. In Phnom-Penh, 
1,100 building permits were issued during the first eight 
months of 1956, compared with 1,200 permits during the 
whole of 1955. A sum of Ri 54 million was used to finance 
the construction of schools, hospitals and administrative 
buildings. ; [ 


The volume of railway freight traffic, which had shrunk 
by one-third in 1955, returned again to the 1954 level in 
the first seven months of 1956; and there was a possibility 
of wiping out the deficit of Ri 12 million incurred by the 
Royal Cambodian Railways in 1955. New equipment was 
purchased and a station constructed at Poipet. Aid. from 
Australia and New Zealand helped to finance a school for 
training railway employees. 


In the first eight months of 1956, 28 highway bridges 
were built, with 15 more expected to be built in the re- 
maining months of the year. The road from Kampot to 
Ream was to be rehabilitated. 


The most important single development project is the 
construction of a port at Kompong-Som on the gulf of Thai- 
land, which will give Cambodia proper access to the sea.. 
Clearing operations were finished by the end of 1956, and 
a sum of Ri 100 million was allocated for continuation of 
the work in 1957. It was expected that the rort facilities 
would be available for shallow draft vessels by March or 
April 1957, when access to the port will also be. given 
through reconstruction of existing roads which connect it 


5 The sum of Ri 30 million was allocated in the period July 1955-June 
1956 and Ri 16 million in 1956/57, for the purchase of electrical and 
water supply equipment. 


6 There were 460 rice mills with an individual capacity of 2 to 200 
tons per day, one match factory with a production capacity of 60,008 
boxes per month, three cigarette factories producing 740,000 packs 
per month, 21 palm sugar refineries producing about 40,000 tons per 
annum, five mechanical silk weaving workshops, four carbonated 
beverage factories, 15 fish sauce factories, 14 soya sauce factories 
and a few sawmills. 
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with Phnom-Penh. Whether Kompong-Som will be a free 
port has not yet been decided. 


Progress was also made in air transport facilities, 
particularly through the improvement of the Phnom-Penh 
airport at Pochentong and reinforcement of the air strips 
at Siemreap, Kampot and Battambang; those at Kratie, 
Strung Treng and Svay-Rieng are to be similarly improved 
in 1957. Towards the end of 1956 a Franco-Cambodian 
air transport company was created for services from Phnom- 
Penh to Bingkok and Saigon. 


TRADE AND PAYMENTS 


Because of a reduction in the production of rice, total 
exports dropped 36 per cent from 1954 to 1955 and de- 
clined in 1956 (annual rate based on first nine months re- 
turns) by about 12 per cent below the 1955 level. Since 
imports increased, the trade deficit rose during the first nine 
months of 1956 to Ri 578 million, compared to Ri 251 mil- 
lion during the corresponding period of 1955; the deficit 
was financed by external’ aid. 


Rice exports amounted to 48,000 tons in the first six 
months in 1956, compared with 96,000 tons in 1955 as a 
whole and 296,000 tons in 1954; maize exports reached 
34,000 tons in the first six months of 1956, compared with 
66,000 tons in 1955 and 97,000 tons in 1954. Rubber, the 
largest single item of export after 1954, maintained its pre- 
vious high level in the first half of 1956 at 12,600 tons. 
The share of southern Viet-Nam in Cambodia’s total exports 
was reduced from 33 per cent in the first half of 1955 to 
7 per cent in the first half of 1956, with a decline in value 
to one-fourth. By contrast, exports to the French Union 
increased from 18 per cént to 41 per cent of total exports 
in the same period. 


Imports rose to Ri 1,499 million during the first nine 
months of 1956, compared to Ri 1,204 million during the 
corresponding period of 1955. The largest increase was 
registered in textiles, followed by machinery. Comparing 
the first half of 1956 with the same period in 1955, imports 
from southern Viet-Nam were reduced by nearly 70 per 
cent and from the French Union by 88 per cent, while im- 
ports from Japan increased by 260 per cent. Accordingly, 
the share of southern Viet-Nam in Cambodia’s total imports 
was reduced from 35 to 8 per cent and that of the French 
Union from 32 to 14 per cent, while Hongkong’s_ share 
increased from 11 to 23 per cent, Japan’s from 5 to 13 
per cent and that of the United States from 3 to 6 per 
cent. 

Beginning in 1955, quarterly import quotas were es- 
tablished by the Trade Commission; from the second quar- 
ter of 1956 the importing of luxury food items and cigarettes 
with export retention proceeds has been prohibited. Be- 
cause of the special advantage derived from registration 
in obtaining import licences, the number of registered im- 
porters increased from 50 in December 1954 to more than 
700 in August 1956. The Government was at that time 
considering measures to check each importer’s actual faci- 
lities in order to restrict the number of importers and to 
prevent possible abuses.” 


In 1956, trade agreements were signed with the 
People’s Republic of China and Czechoslovakia, and one 
with Japan was being negotiated towards the end of the 
year. Barter trade in certain commodities was authorized. 
At the end of 1955 and the beginning of 1956, payments 
agreements providing for semi-annual’ settlement were 
signed with Laos and southern Viet-Nam. 


7 Some importers used their import licences to facilitate the export 
of capital. 
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Since May 1956, all foreign investment has required 
prior authorization by the Ministry of Finance. A mini- 
mum participation of domestic capital has been prescribed, 
and at least 50 per cent of the staff of an enterprise are 
required to be Cambodian. Only enterprises which are 
non-monopolistic in nature may be authorized; they will 
ordinarily receive the same tax treatment as domestic enter- 
prises. Foreign enterprises are guaranteed against nationa- 
lization within 10 to 20 years, with fair compensation in 
the event of nationalization thereafter. Maximum limits 
are fixed for the transfer of profits and the repatriation of 
capital. 

The balance of payments statistics for 1955 do not 
include transactions with Laos and southern Viet-Nam. 
Subject to this qualification, net receipts from international 
transfers and loans and repayments reached Ri 1,128 mil- 
lion, more than offsetting the deficit of Ri 592 million in 
goods and services; the balance reinforced the exchange 
reserves of the National Bank, which increased by Ri 473 
million. 


FINANCE AND PRICES 


The budget estimates for 1956, with a total revenue 
and expenditure of Ri 1,726 million, excluding foreign 
contribution to defence and development, showed a slight 
reduction from the revised estimate for 1955, with ex- 
penditure on investment and economic and social services 
expected to be somewhat less. The total would, however, 
be higher if the foreign contribution to defence, expected 
to be in the order of Ri 900 million, or 50 per cent more 
than in 1955, were included. 


The 1956 budget anticipated an increase in tax re- 
venue by 14 per cent, to Ri 1,520 million. Receipts from 
taxes on income and wealth were to be increased by about 
50 per cent, constituting 8 per cent of the total tax re- 
venue. This was to be achieved by means of a rise in the 
tax on corporate profits (from 18 to 22 per cent of net 
taxable profits), to be prepaid monthly, and by the deduc- 
tion at source of the income tax on salaries. Other tax 
revenue, such as customs duties, transaction and consump- 
tion taxes, licences and stamp duties, were also to be in- 
creased. 


Total loans and advances of eight commercial banks 
in Phnom-Penh to the private sector increased from Ri 200 
million in January 1955 to Ri 330 million in December 
1955 and. Ri 510 million in October 1956: this increase re- 
presented to a large extent the increase in required cover 
for imports to be deposited by importers. In October 1956, 
a Royal Office of Co-operatives was established to replace 
the Office of Popular Credit for granting credit to farmers, 
small cottage industries and the newly created consumer 
co-operatives. Total loans to agriculture and small in- 
dustry increased from Ri 42 million in January 1955 to Ri 
77 million in December 1955 and Ri 90 million in July 1956. 
More than 700,000 farmers, however, were estimated to 
be in need of funds, of whom only a small number re- 
ceived credit through official channels while the majority 
had to continue to borrow from money-lenders at extremely 
high rates of interest. 


While currency outstanding fell from Ri 2,003 million 
in November 1955 to Ri 1,519 million in November 1956, 
deposit money increased. During the same period, the cost 
of living index for the working class in Phnom-Penh, while 
fluctuating, registered a decrease of 2 per cent; at the same 
time, the price of food declined by 3 per cent. This rate 
of decrease in the cost of living index compared favourably 
with a 17 per cent rise in the previous twelve months (from 
November 1954 to November 1955). 
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BALANCE SHEET OF MERCANT! 


1956 


£ & £ 
Capital Authorised— 
750,000 150,000 ‘A’ shares of £5 each .... i= re pte Bi ee Ae —= 
750,000 150,000 ‘B’ shares of £5 each .... bit, Ben! ate ashe aes ea -8 — 
1,500,000 1,500,000 ‘C’ shares of £1 each .... ce ne Sen ces nash ene —_ 
— 4,000,000 shares of £1 each Jes ai a fees rele Ane nS 4,000,000 
£38,000,000 
Capital Issued— 
375,000 150,000 ‘A’ shares £2 10s. paid .... ee =e ee on. a28 ee _— 
875,000 150,000 ‘B’ shares £2 10s. paid .... os ee ee me Aes oe —_— 
720,000 720,000 ‘C’ shares £1 paid ae ens ede sate pes 286 ere —_ 
— 2,940,000 shares of £1 each fully paid .... a ack oe Sze —_ 2,940,000 
1,470,000 
2,000,000 Reserve Fund 2 J , ae 2,100,000 
224,521 Balance of Profit Daehn carried forward to 1958 ._... oa ae eas 231,452 
Cex pay ets —_———— 2,331,452 
2,224,521 —— 
soe 5,271,455 
3,694,521 
Current Liabilities, Provisions and Other Accounts— 
219,013 Notes in Circulation against security per contra 213,284 
Current and Fixed Depozit and Other Accounts including Provigions for Taka: 
69,440,154 tion on Profits to date, Doubtful Debts and Reserves for Contingencies 68,334,824 
1,316,893 Bills Payable Z ewe ance = 1,117,655 
APA OT, Acceptances on account oF Caitawoars per ‘contra ~ 2. ad ae 4 1,189,935 
43,470 Balances due to Subsidiary Companies 40,302 
59,167 Proposed Final Dividend, less Income Tax 105,656: 
71,202,864 71,001,65: 
£74,897,385 £76,2738,10: 


NOTES:— 


1. Currency Assets and Liabilities have been converted into Sterling at the following rates:—ls. 


Burma Kyat, 2s. 4d. per Straits Dollar, 1s. 3d. per Hongkong Dollar, 7s. per United States Dollar, 


2. Group Accounts are not prepared as the Directors consider they would be of no real value to members in view of the insignificant amounts involve 
in the accounts of the Subsidiary Companies. 


3. Contracts for outstanding capital expenditure £48,378 (1956, £40,358). 


1956 
& 


13,000 


50,000 
50,000 


59,168 
59,167 


224,521 


£455,856 


6d. per Indian, Pakistan and Ceylon Rupee ar 
4d. per Baht, Yen 1,000 = £1. 


PROFIT AND LOSS ACCOUNT Ft 


Amount transferred to Officers’ Pension Fund 


Amount transferred to Reserve Fund 


Amount written off Freehold Banking Premises and Property 
Additional Allocation to Contingencies Account 


Dividends— 


Interim Dividend of 12% 


5 per cent, less Income Tax at 8/6 in the £ 


Proposed Final Dividend of 6% per cent, less Income Tax at 8/6 in the £ 


Balance of Profit unappropriated carried forward to 1958 


105,656 
105,656 


211,31 
231,45 


£555,76 
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LIMITED 31ST DECEMBER 1957 
1956 
& & & 
Current Assets— 
9,777,682 Cash in hand, at Call and at Bankers ._... a fete ee mee ees 14,969,190 
Investments (Quoted Investments at or under market value; unquoted 
Investments at or under cost)— 
British, Dominion and Colonial Government and Other Securities 
(including £265,000 British Government Securities deposited 
against Note Issue): © 
10,866,211 Quoted in Great Britain 5 = ee eee sed a 8,445,807 
6,048,130 Quoted elsewhere than in Great Britain .... ae ies Zoe 5,574,826 
16,914,341 14,020,683 
Unquoted (including Federation of Malaya Treasury Deposit 
1,266,418 Receipts, £1,050,000) co Ame ee Laer Le 1,239,869 
SO ee 15,260,502 
18,180,759 
Hongkong Government Certificates of Indebtedness deposited against Note 
105,605 dsste: 2. es aie eet ie ee za ack ais ames 105,605 
17,281,329 Bills Receivable _.. = Ries ae ony bees re os sae 14,988,129 
Loans Receivable, Advances and other Accounts including Amounts due by 
28,755,859 Agents a SP ee ae ae a os Age Ee 28,985,868 
124,167 Liability of Customers for Acceptances per contra .... aap ae week 1,189,935 
_ Sees 45,269,537 
46,266,960 ini OSE 
I iinet 75,499,229 
74,225,401 
55,287 Shares in Subsidiary ‘Companies at Cost .... See a <2 see sez 55,375 
Fixed Assets— 
616,747 Freehold Banking Premises and Property at Cost less Amounts Written off 718,504 
£74,897,385 £76,273,108 


4. There are Contingent Liabilities in respect of the following:— 
Bills Receivable re-discounted NIL (1956, £2,258,147). 
Outstanding Forward Exchange Contracts. 
Confirmed Credits and Guarantees entered into in the ordinary course of business, including Guarantees to Government Departments in India 
amounting to £8,666 (1956, £75,890) for which security has been deposited with the Reserve Bank of India. 
Unealled Capital amounting to £54,963 (1956, £54,963) in respect of partly paid shares in Subsidiary Companies. 


AR ENDED 31ST DECEMBER 1957 


1956 
£ & 
219,372 Balance brought forward from 31st December, 1956 etd ied meee ae 224,521 
Profit for the year ended 31st December, 1957, after providing for Taxation 
thereon, and after allocations to Contingency Accounts, out of which full 
provision has been made for Bad and Doubtful Debts and any other diminu- 
236,484 tion in the value of Assets ate a ae Bee yer Soi = 331,243 
NOTE—Directors’ Remuneration.—The aggregate amount of the Directors’ Fees was £11,400 (1956, 
£11,400). ; 
£455,856 £555,764 
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MERCANTILE BANK LIMITED 
(Continued from Page 422) 


The Port of Singapore at present handles approximately 
two-thirds >f Pan-Malayan trade estimated to be in the 
region of $8,400 million a year, only equalled by the record 
year 1951 when the balance of trade was favourable to the 
extent of $1,270 million, whereas for 1957 it is estimated 
the balance will be unfavourable to the extent of some 
$200 million. 


Thailand 


The peaceful and prosperous progress of Thailand was 
disturbed by political upheaval resulting in the departure 
of Field Marshal Pibulsonggram and his co-adjutor, General 
Phao Sriyanond and eventually the appointment as Prime 
Minister of Lt.-Gen. Tanom Kittikachorn, close friend of 
Field Marshal Sarit, following elections held on December 
15, 1957. 

Industrial development has not made great progress 
during the year but 1,566,699 metric tons of rice were ex- 
ported, having a value of £54,707,536 and U.S. $29,409,338, 
representing an increase of some 25 per cent over the pre- 
vious year, but it is believed that the exportable surplus 
in 1958 will not greatly exceed one million tons. 

Trading conditions have become more difficult, due to 
over-stocking in 1956-57, shortage of money which is to 
some extent siphoned off by a plethora of lotteries, draw- 
ings for which take place seven times a month, tightening 
of credit, and also uncertainty which necessarily accom- 
panies political changes. It is to be hoped that Lt.-Gen. 
Tanom Kittikachorn’s Government will become firmly and 
satisfactorily established, maintaining the pro-Western foreign 
policy of its predecessors while securing the goodwill of 
the people by enlightened internal administration. Should 
this prove to be so, there seems to be no reason why Thai- 
land’s economic progress should not continue. 

A sub-branch of the Bank was opened in the Rajawongse 
Road on November 14, 1957, for the convenience of our 
clients in that area of Bangkok. 


Hongkong 


The value of imports into Hongkong increased by 12.8 
per cent over 1956 at $5,149 million, of which $1,131 
million came from China, $667.3 million from the United 
Kingdom, and $539 million from the United States. From 
Malaya -and Japan imports declined. Exports declined -in 
total by 6 per cent compared with 1956 and although in- 
creases in exports to the United Kingdom and the United 
States occurred, they could not counter-balance the serious 
and continuous fall in exports to Indonesia, Thailand, Japan, 
and South Korea. Exports to China, which have steadily 
declined since 1951, reached a new low level in 1957 at 
$123.4 million. 


Great progress has been made in establishing Hong- 
kong as a manufacturing centre, both as to quantity and 
quality of goods, and exports of Hongkong products reached 
a value of nearly $794 million in 1957. There has been 
a boom in building development with consequent high. prices 
for land, but money has become dear as a result of the 
raising of Bank rate and this has been reflected in depress- 
ed prices on the Stock Exchange. : 

Sir Alexander Grantham, who has been Governor for 
10 years, retired at the end of 1957. There can be little 
doubt that the peace and prosperity which this eolony has 
enjoyed since the war has been largely due to his wise 
Governorship. 


Mauritius 


Notwithstanding early drought, the sugar crop at 
561,800 metric tons was only 10,000 tons lower than the 
previous year’s all time record. Under the terms of the 
International Sugar Agreement, the export quota for 
Mauritius remains the same at 470,000 long tons, of which 
335,000 will go to the British Ministry of Food and the 
balance of 135,000 long tons will be offered in the Prefer- 
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ential markets of the United Kingdom and Canada. The 
Cyclone and Drought Insurance Fund is now estimated to 
exceed Rs.110 million, but there will be some claims from 
estates affected by the drought in the north of the island. 

In general, trading conditions in the island were satis- 
factory in 1957, but exports and imports show a substantial 
increase over’1956. Tea output reached 1% million lbs. 
and is increasing. It is hoped, with Government assistance, 
to have 5,000 acres under tea by 1960. 

Passenger transport by railway has ceased and road 
traffic consequently increased. An ambitious road building 
programme is under way and three new hydro-electric 
power projects are being developed. 

A Commission headed by Sir Malcolm Eve, Q.C., was 
appointed by the Secretary of State to make recommenda- 
tions on the demarcation of boundaries and the electoral 
system in implementation of the new Constitution. This 
report is not yet ready, but in the meantime the new Minis- 
terial system appears to be working very satisfactorily. 


Japan 


The prosperity and expansion which Japan enjoyed in 
1956 received a severe check in 1957. ‘The pace of expan- 
sion had become too great and the cost of imports rose out 
of proportion to the value of exports, so that an adverse 
balance of trade and shrinkage of foreign exchange began 
to put a severe strain on the country’s economy. In an 
endeavour to improve matters the Bank of Japan raised its 
rediscount rate in March and again in May to 8.395 per 
cent. In addition to this tight-money policy the Govern- 
ment issued directives to private enterprise to restrict non- 
urgent investment such as house building, and took steps 
to curb imports. As a result, cuts in production are the 
order of the day until the Government considers that the 
situation justifies an easing of the present tight-money 
policy. There are indications that these steps are taking 
effect and improving the balance of payments equilibrium. 

Japan had another favourable rice crop in 1957, esti- 
mated at 350 million bushels, 5.8 per cent higher than in 
the previous year. Poptlation is now estimated at 91 mil- 
lion and may rise to 100 million by 1970. Strikes occurred 
in the shipping and steel industries, both detrimental to the 
country’s export trade. In shipbuilding Japan now ranks 
first in the world having launched 2,424,000 tons in 1957. 
The industry is now Japan’s biggest dollar earner and one 
of the best sources of foreign exchange income for the 
nation. 

Mr. Ishibashi, who became Premier in December, 1956, 
resigned owing to ill-health on February 28. 1957, and Mr. 
Nobusuke Kishi was nominated Premier in his place. 


ANNUAL REPORT OF THE DIRECTORS 


The Balance of Profit and Loss Account for the year, 
after providing for Taxation and after Allocations to Con- 
tingency Accounts out of which full provision has been 
made for Bad and Doubtful Debts and any other diminu- 
tion in the value of Assets, amounts to £331,243; to which 
has to be added the balance brought forward from last 
account, £224,521; making the amount available £555,764. 

Following appropriations have been made: to Interim 
Dividend of 12% per cent. on the “A,” “B’ and “C” shares, 
less Income Tax at 8s. 6d. in the £, paid on 20th August, 
1957 on the then paid up capital of £1,470,000, £105,650; 
to Officers? Pension Fund, £13,000; to Amount transferred 
to Reserve Fund, £100,000; leaving a sum of £337,108. 
Directors now recommend a Final Dividend 6f 6% per cent., 
less Income Tax at 8s. 6d. in the £, payable on ist April, 
1958 on the increased paid up capital of £2,940,000, 
£105,656 leaving a balance of £231,452 to be carried for- 
ward to next account. 

An Agency of the Bank was opened at Rajawongse 
Road, Bangkok, on the 14th November, 1957. 

At the Extraordinary General Meeting following Class 
Meetings held on the 25th November, 1957, the Directors’ 
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ECONOMIC DEVELOPMENTS IN LAOS 


Laos, which achieved independence in 1954 after years 
of warfare, returned to conditions of peace only after settle- 
ment of differences with the northern provinces in late 1956. 
Furthermore, after abrogation of the former quadripartite 
agreements at the end of 1954, Laos had to start almost 
from the beginning to build up the necessary institutions 
to carry out its new responsibilities. 


With the exception of tin ore and of paddy, whose out- 
put was expected to increase in 1956/57, few if any marked 
production gains occurred in Laos in 1956. Value of im- 
ports, mostly financed by United States aid and coming in 
increasing degree through Thailand, more than doubled dur- 
ing the first six months of the year compared with the cor- 
responding period of 1955.* Prices in Vientiahe, after hav- 
ing remained fairly stable in 1955, inereased considerably 
during 1956. 


Since there was a wide discrepancy between the offi- 
cial rate of exchange of 85 kips per dollar and the rate 
prevailing outside of the country (for example, in Bang- 
kok and Hongkong), there was a tendency for commercial 
and financial activities to be stimulated to the detriment 
of production. Development has proceeded slowly. Late in 
the year, the first Five-Year Plan was being redrafted in 
the various ministries concerned. Lack of basic data and 
of trained personnel has contributed to delays in implement- 
ing proposed projects. Although external aid has been re- 
ceived on a substantial scale, particularly from France and 
the United States, its full and effective utilization for the 
country’s development is likely to take time. 


PRODUCTION 


In 1955/56, paddy production, estimated at 510,000 
tons, was greater than the exceptionally poor crop of the 
preceding year, but was lower than the average for the 
years 1951—19538. Production of other crops showed little 
change from 1954/55: according to very rough estimates, 
12,000 tons of maize, 240 tons of cotton, 600 tons each of 
tobacco and potatoes. Coffee, which was formerly a major 
means of earning foreign exchange, had not recovered from 
the 1955 frost which almost completely destroyed the 
plantations. A variety of coffee (the robusta) considered 
more resistant to frosts was reintroduced. 


Production of hides and skins, which increased in 1955, 
rose further in 1956, but the export volume continued its 
falling trend, a figure quoted being 35 tons in the first six 


* Imports may be somewhat overstated in the statistics because of 
inflated invoices and the failure of some goods recorded in the 
Statistics to reach their ultimate destination. 
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proposals for the reorganization of the Share Capital of the 
Bank were approved. The reduction of capital involved 
in the proposals was confirmed by the High Court and 
became effective on the 31st December, 1957, when the 
capital assumed its new form as shown in the Balance Sheet 
attached to this Report. On the reorganization becoming 
effective, the Directors transferred from Contingency Re- 
serves to the Reserve Fund the sum of £1,470,000 to bring 
the Reserve Fund up to the same figure as that prior to the 
reorganization. 

At the same Extraordinary General Meeting the Mem- 


bers approved of the change in the name of the Company 
to “Mercantile Bank Limited.” 


months of 1956 as compared with 156 tons for the year 
1955. 


During the first ten months of 1956, the production 
of timber is considered to have decreased by 15 per cent as 
compared to the first ten months of 1955; during the same 
period the production of firewood more than doubled while 
production of charcoal remained stationary. Production of . 
benzoin and cardamom increased in response to rising ex- 
port demand. 


Production of electricity, though extremely limited and 
mostly for household use, increased by 50 per cent in 1956, 
reaching an estimated annual rate of 1.9 million kWh. The 
output of the tin mine at Phontiou, which produced 100 
tons of ore* (50 per cent metal content) per month before 
1945, was between 50 and 60 tons a month in 1956; it was 
expected that production of 100 tons a month would again 
be reached by June 1957. Two additional sawmills were 
established in 1955, bringing the total to 24. 


In 1955 the special budget of 553 million kip for the 
development of transport and construction, to be financed 
by foreign aid, was not implemented. In 1956, in addition 
to 39 million kip for maintenance work, a sum of 200 mi!- 
lion kip was allocated in the national budget for new con- 
struction, including 41 million kip for roads and bridges,. 
and 114 million kip for administrative buildings; the re- 
mainder was for irrigation, water supply, airstrips, river 
ports, electricity and industrial equipment. The total num- 
ber of passenger cars and trucks showed some increase. 


The government-owned portion of the river fleet, built. 
in 1955, was leased to a private firm when traffic with Cam- 
bodia and southern Viet-Nam declined, owing to a con- 
tinued increase in the movement of goods on the cheaper 
route between Laos and Thailand. On the latter route, 
goods arriving by train at Nongkhai from Bangkok are 
loaded oh Thai trucks to cross the river at Thadeua, and 
then transhipped by Laotian trucks for a distance of 
twenty-two km to Vientiane. It was expected that assis- 
tance—possibly in the form of 150 additional waggons— 
would be provided through the United States International 
Cooperation Administration (ICA) to the Royal State Rail- 
ways of Thailand for dealing with the expected additional 
traffic for Laos. 


TRADE AND PAYMENTS 


There has been a deficit in the external trade of Laos. 
ever since a relatively complete record of trade began to 
be kept in 1951. In 1955, exports financed only 11 per cent 
of imports. During the first six months of 1956, imports 
increased to 623 million kip, more than twice the recorded 
value of 295 million kip in the same-period of 1955, while 
exports, including re-exports, rose to 49 million kip, or by 
75 per cent. Thus exports financed less than 8 per cent 
of imports, the deficit being financed by foreign aid. More- 
over, of the total exports, only 18 million kip, or 37 per 
cent, consisted of Laotian products, which showed a 15 per 
cent increase over the corresponding period of 1955. With 
the exception of tin ore, whose export of 495 tons in the 
first half year of 1956 was twice the 247 tons in the whole 
of 1955, practically all other exports of domestic produce 
declined. In particular, the share of coffee in total exports 
of domestic produce fell from 19 per cent during the first 
six months of 1955 to- barely 2 per cent during the corres- 
ponding period of 1956. Imports of petroleum products, 
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textiles and machinery in six months of 1956 exceeded the 
total amounts for the year 1955. 


Throughout 1954, more than 80 per cent of the trade 
of Laos passed through Cambodia and southern Viet-Nam, 
but, as a result of the transit agreement of 1955 with Thai- 
land, trade through the latter country amounted to almost 
50 per cent of the total during the first half of 1956. Sources 
of imports have likewise shifted. Before 1954, the French 
Union was the main supplier of imports; this was still true 
in the first half of 1955, when 39 per cent of total imports 
came from the French Union. During the first half of 
1956, however, Thailand was the first source of imports, 
with 25 per cent of the total; Hongkong, whose position as 
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supplier was formerly negligible, accounted for 18 per cent; 
and the share of the French Union was only 17 per cent. 


Balance of payments statistics are not available for 
Laos; with the persistent trade deficit, the lack of a tourist 
industry and practically no other invisible exports, there 
has been a continuing heavy payments deficit, financed by 
foreign aid. In 1955 the deficit was much more than offset 
by foreign aid, so that the foreign reserves of the National 
Bank rose by 883 million kip. 


Prior to September 1956, capital transfer out of the 
country was not permitted, but 40 per cent of profits on 
foreign capital and of salaries of foreign personnel could 
be transferred. In that month provisional regulations issued 
by the Ministry of Finance allowed transfers of up to 70 
per cent of net profits derived from foreign capital and 
further stipulated that capital might be repatriated in the 
currency in which it was originally imported, provided the 
annual amount repatriated did not exceed 10 per cent of 
the capital invested, or 5 million kip, whichever was 
smaller. 


A payments agreement was signed with Cambodia and 
southern Viet-Nam in January 1956. 


There were only a few importers doing business in 
Laos until the end of 1954; since then the number has 
grown to 400. Few import restrictions have been imposed. 
At the end of December 1956 new foreign trade regula- 
tions were enacted with a view to stimulating exports; 
they provided for three types of exports: licensed exports 
with total or partial retention of foreign exchange pro- 
ceeds; barter trade with licence; and barter trade without 
licence. 


FINANCE AND PRICES 


Total government expenditure in 1956 was estimated 
at 1,169 million kip, exclusive of the military budget which 
was entirely financed by United States aid at nearly twice 
the 1955 expenditure of 601 million kip. The budgeted 
revenue was 490 million kip, leaving a deficit of 679 million 
kip to be financed partly by a loan from the National Bank 
(479 million kip) and partly by foreign loans (200 million 
kip). Tax revenue in 1956 was expected to reach 441 mil- 
lion kip, an increase of more than 90 per cent over that of 
1955. Of this total, customs duties were estimated at 248 
million kip, or 75 per cent more than in 1955. Increases 
were also expected in revenue from taxes on income and 
wealth and from transaction and consumption taxes, as a 
result of higher tax rates. 


Aid from the United States amounts to $48 million 
in the United States fiscal year 1955/56 and is believed to 
be approximately the same in 1956/57, including the financ- 
ing of national defence and the police force. Of 1955/56 
United States economic aid, 20 million kip was allocated to 
agriculture, 88 million kip to transport and 39 million kip 
to health and education, among other projects. French 
aid during 1955—1957 amounted to 2,573 million franes 
of which 1,055 million francs was expected to be spent by 
the end of 1956. Among the major items were 435 million 
frances for transport (including 85 million francs for the 
Luang Prabang bridge over the Nam Khan River), 105 
million franes for hospitals and 175 million francs for 
education. 


Currency outstanding rose rapidly, from an estimated 
667 million kip in January 1955 to 1,538 million kip in 
October 1955; it dropped to 1,164 million kip in March 1956 
but increased again, to 1,338 million kip by August 1956. 
The foreign reserves of the National Bank showed a‘ similar 
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METEOROLOGICAL SERVICES 


(By a Malayan Correspondent) 


The meteorological officer provides essential services. 
His major function is far from being a weather informa- 
tion bureau. On his daily forecasts depends whether or 
not RAF bombers will leave their bases to blast a Com- 
munist terrorists’ hideout in the Malayan jungle, whether 
or not a supply dropping plane has any likelihood of get- 
ting through low clouds to revictual a patrol of security 
forces plodding through the undergrowth, and equally im- 
portant, whether the many thousands of fishermen in Malaya 
will be able to put to sea. In addition the civil aircraft 
flying over Malaya or around its coast are equally depen- 
dent on accurate forecasts. In every way, Malaya’s wea- 
ther men are “Guardian Angels” for those people whose 
livelihood or circumstances has some bearing on atmospheric 
changes. 

Around Malaya’s 1,000 miles of coastline and at the 
big airports inland, the Malayan Government maintain 10 
fully-staffed and well-equipped meteorological stations. 
Wind velocity readings are normally taken every two hours 
and recorded, rainfall is measured and visual observations 
too play a big part in determining what the weather will 
be like in a few hours’ time. ? 

Throughout the day, and every day throughout the 
year, priority telegrams are sent from all these stations to 
a central collecting point on Singapore Island, the head- 
quarters of the Meteorological Service, which operates on 
a Pan-Malayan basis. Once in Singapore the information 
is sieved, carefully analysed and a report prepared. If, 
for example, one “met’’ station on the north-east coast of 
Malaya sends a report that a heavy rainstorm is approaching 
the coast and is likely to hit at a spot further down the 
coast, that town is notified from the Singapore head- 
quarters. Singapore might well, of course, receive a con- 
firmatory report from another “met’’ station and thus the 
headquarters can virtually pinpoint the section of the coast 
which will be worst affected and the time the storm is due. 
A telegram or a telephone call will tell the senior police 
officer or the senior administrative officer of a town that 
bad weather can be expected. This is not done in every 
case but is most vital during the monsoon periods when 
torrential rain can cause widespread damage to _ crops, 
coastal villages and could take a heavy toll of life from 
fishermen who might be planning to set sail completely in 
ignorance of the approaching storm. 


though somewhat wider movement—from 200 million kip in 


January 1955 to 1,431 million kip in October 1955, a down- 
ward tendency to the end of the year and then a steadily 
upward trend, to 1,559 million kip in July 1956. At that 
point, the ratio of foreign assets to currency outstanding 
was 120 per cent. 

Government loans to agriculture and livestock breed- 
ing were discontinued in 1956, but the forestry fund, 
financed by United States aid, granted loans amounting to 
8 million kip in 1956. A new commercial bank was esta- 
blished in Vientiane in the course of the year. 

The cost of living index in Vientiane was fairly stable 
in 1954 and most of 1955, but turned upward in October 
1955, rising by 19 per cent to August 1956; the index for 
the food group increased only 8 per cent, clothing materials 
(mostly imported) fell in price, house rent and wages of 
servants rose by 70 per cent. 


Late last year, 32 people perished in floods along the 
south-east coast of Johore State when the annual monsoon 
hit, sweeping in from the South China Sea. Hundreds more, 
who were at one time feared lost, were eventually reported 
safe. In Malaya for 32 people to perish by drowning is 
verging on a national disaster for this country is not accus- 
tomed to the gigantic deathrolls of many other Asian 
countries. All these people died along one stretch of 10 
mile coast waich caught the brunt of the three-day storm. 
The Meteorological Service got warnings through to thou- 
sands of other people nearby who were able to make evacua- 
tion preparations. 


One of the constant snags in weather forecasting in 
Malaya is the localisation of many cloud-bursts and thunder 
storms. It often happens that one part of a town suffers 
a tremendous deluge and yet another part, barely a mile 
away, there is not a drop of rain. Sometimes it is possible 
to watch rain falling at one side of the road and not at 
the other, just as if by magic a curtain had been drawn down 
the middle. 


Few Malayans realise the vastness of the meteorologi- 
cal network and expansion it has undergone, largely under 
British direction, these last two or three years. in the 
last 18 months there has been an increasing amount of co- 
operation from ships and aircraft. In addition to the pro- 
fessionally-manned ‘‘met’” stations in Malaya, the country 
too has almost 50 auxiliary ones manned by amateurs who 
supply regular monthly returns of temperatures and rain- 
fall to the Singapore headquarters. These are mainly 
situated at hospitals but in remote areas some are run by 
private individuals who take an interest in weather re- 
porting. 


Today Singapore sends out a radio telegraphy broadcast 
at 30 minute intervals throughout the day and night -of 
weather observations and forecasts to all major airfields in 
Malaya. This information is then passed on to aircraft 
operating within a radius of about 750 miles from Singa- 
pore. Routine weather forecasts covering the South China 
Sea and the Malacca Straits are also issued and broadcast 
twice daily for the benefit of the Royal and Merchant 
Navies. 


All this work—the collection of climatological data, 
forecasting and dissemination of the information—goes on 
practically unseen and with very few people aware that it 
is happening. It is one of the very few Government de- 
partments that is rarely, if ever, in the limelight but whose 
functions are absolutely essential. In the course of a year, 
meteorological stations in the Federation of Malaya supply 
in the region 50,000 reports of weather at airfields to 
aircraft in flight, and decode into plain language some 6,000 
forecasts issued from the Singapore Forecast Office for air- 
craft operating in the Federation. Malaya is still short 
of junior meteorological assistants but it is hoped that more 
young Malayans will begin to realise the importance of 
weather forecasting and that there is a fascinating profes- 
sion ahead and a tremendous sense of satisfaction in train- 
ing to become a “Met” Officer. Without the Meteorological 
Service that has been built up in Malaya and Singapore, 
neither of the two territories would have been able to at- 
tract a quarter of the commercial aircraft now passing 
through these two countries, 
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PROBLEMS OF HONGKONG 


At the budget debate last week, Unofficial Members of 
Legislative Council presented following views on various 
problems of Hongkong. 


Public Health—Dr. S. N. Chau urged Government to 
set up more TB clinics, to establish a Dental School, to 
send a physicist-engineer abroad for training and to carry 
out the program of water fluoridation. Tuberculosis re- 
mains the most important disease in the Colony. I still 
feel that my suggestion last year, regarding the operation 
of secondary clinics, will, if adopted, contribute widely to 
our programme of control and treatment. Diagnosis and 
prescription would continue to be done at the principal 
clinics, and the treatment, which in the case of tuberculosis 
varies seldom for months, could be carried out in simple 
clinics, set up in closely populated districts, where it must 
be expected that tuberculosis is most highly prevalent. 
This will ensure maximum use of specialists and specialised 
equiprient, and the treatment of a much greater number 
of patients at comparatively little extra capital outlay. I 
am advised that there are to-day only six dental surgeons 
in the School Health Service, and when it is remembered 
that the school population is over 300,000, one can better 
appreciate the need for urgent preventive measures. Last 
year Government voted a sum of $280,000 as a preliminary 
towards the fluoridation of water supply and I shall be 
most interested to learn how our scheme is progressing, 
and when we can hope for full implementation of the pro- 
posals. Referring again to the School Health Service, not 
aN children are covered by this plan, in point of fact, not 
more than a very small percentage is included. It must be 
our aim to provide at an early date, the staff and facilities 
necessary to care for all the medical and health require- 
ments of our children, and high on our priority list must be 
dental surgeons. The Dental Register indicates there are 
about 60 qualified dental surgeons in Hongkong, and with- 
out mentioning the needs of the adult population, the 
shortage is apparent. Government is providing annually 
the sum of $150,000 to sponsor students abroad for the 
study of dental surgery, but the time has now come when 
more than this is required, and consideration to the establish- 
ment of a Dental Scho * here in Hongkong is due. I learned 
that consideration i: »eing given to the installation of 
linear accelerators in the New Kowloon Hospital. These 
machines will ensure the most up-to-date treatment of can- 
cer, especially the deep-seated types and those surrounded 
by bone, and will cause less skin reaction, less bone damage 
and less scattering of rays, thereby sparing normal tissues, 
cutting down radiatioi sickness, and causing less blood 
damage. Moreover, one linear accelerator is able to do 
the work of two conventional type machines and so we 
shall be able to treat, double the number of patients in 
the same period of time. Such machines are, however, 
highly complicated aid looking ahead to the time when we 
shall have to maintain the same, it is essential that we con- 
sider now the sending abroad of a physicist-engineer for 
training. Training will take at least two years, so let us 
not be caught in the position of possessing expensive equip- 
ment but having no one with sufficient knowledge to look 
after it. 


Edvucation—On the condition of private schools in 
Hongkong, Dr. Chau said: I am concerned at the position 
of some of the private schools. The best of them have to 
charge high fees if they are to maintain good quality school- 
ing and pay teachers adequate salaries, but the number of 
varents who can afford high fees is limited. At the other 
nd of the scale there is a large number of private schools 
which charge moderate or low fees and thus attract con- 
siderable numbers of pupils, but they can only do so by 
limiting their teachers’ salaries to a very low’ figure. In 
addition there are many unregistered schools where in 
tvneral, fees and teachers’ salaries are lower still. To aid 
many of these schools by putting them on the full Subsidy 
Scheme would be a most expensive matter and would not 


create any additional school places. The present form of 
subsidy seems to be very much a case of ‘all or nothing’, 
whereas some of the better schools may be able to balance 
their accoun.s with a comparatively modest annual subven- 
tion from Government, and some of the poorer quality 
schools might be stimulated to improve their standards and 
teachers’ salaries by similar modest assistance. There 
should be reasonable incentives for unregistered schools to 
register and improve their quality. Perhaps some other 
forms of assistance to selected private schools than full 
subsidy on existing scales should be considered. 


Mr. Ngan Shing-kwan pointed out that the gap be- 
tween the number of places available in primary and in 
secondary schools is widening. In 1954, the ratio was 
slightly more than three to one. ‘fo-day it is over four 
to one and likely to increase. It is the inevitable and in- 
deed anticipated consequence of our concentration on’ pri- 
mary education and casts no reflection on Government. But 
it is nevertheless a problem, and one that has to be faced. 
As to various colleges in the Colony, Government support 
has been limited to land grants. lt seems unlikely that 
they will be able to take their proper place in our educa- 
tional system unless financial aid is forthcoming. We are 
at present subsidising education at primary, secondary and 
University levels and it would seem not unreasonable that 
this form of assistance should also be made available to 
post-secondary colleges that seek to improve their status. 


Water Supply—Messrs. C. E. Terry and Kwok Chan 
suggested that Government should study the possibility of 
converting salt water into drinking water. Mr. Terry said, 
“All of us accept the fact that it is absolutely essential 
that all possible steps should be taken to tap all potential 
sources of this vital necessity. In the past, suggestions 
of the possibility of converting sea water into water suitable 
for domestic and factory use have been rejected on the 
grounds that the cost is prohibitive. I do not pyetend to 
any technical knowledge in this matter but I would direct 
the attention of the Director of Public Works to an ad- 
vertisement by a group of British Engineering firms which 
appeared in the “Times Weekly Review” of Thursday, 
March 18 this year, in which the claim is made that an 
evaporator has been evolved which will distil from sea water 
anything up to 250 toms of fresh water per hour. No de- 
tails of the plant are given nor of cost, but the advertise- 
ment claims that fresh water from sea water now becomes 
feasible economically where cost had hitherto put it out 
of court.’”’ Mr. Kwok pointed out that a co-operative re- 
search project on the desalting of brackish water by elec- 
trodialysis is being operated by the national research or- 
ganisation of the Netherlands, and good progress has been 
made in the development of satisfactory equipment. He 
therefore urged Government to follow closely the develop- 
ment of such projects in other countries. 


Mr.-M. W. Lo considers the present rate of 80 cents 
for 1,000 gallons of water is too low, “I suggest that 
Government should increase the charge and use the extra 
revenue in providing tanks in the outlying districts in Hong- 
kong to store large quantity of rain water which goes into 
the harbour through nullahs during the rainy season.” Mr. 
Ngan Shing-kwan is particularly disturbed by the report 
that in Kowloon it is becoming difficult to obtain well water 
because this leads to greater use of mains water for flush- 
ing. He therefore fully endorsed the proposal to spend $3 
million on salt-water flushing project. 


Industrial Development—Mr. J. D. Clague, the new 
Council Member, suggested that a local Development Cor- 
poration should be set up as a bridge between Government 
and private enterprise. Government should set up a com- 
mittee to consider whether it is desirable to establish a 
local Development Corporation which would employ such 
professional staff as is necessary but controlled by a V.olun- 
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tary Board, the majority of whose members would be drawn 
from the leading professional and business men in the Colony 
sitting together with Senior Government officials. The 
Corporation has to be provided with loan capital by Govern- 
ment; the banks and insurance companies might also parti- 
cipate. Funds might also conceivably come from one of the 
Colonial Development Agencies. It is impossible to say 
exactly how much money the Development Corporation 
might require. In the initial stages it would not be great. 
In any event the amount of the funds at the disposal of the 
Corporation would be dependent, firstly on the demand, and 
secondly on the state of Government funds in general. Ob- 
viously in a period of depression Government might see fit 
to allocate a larger amount than they would when every- 
thing is going well—the main thing is getting the machinery 
established. The object of the Corporation would be to 
provide on reasonable terms, medium or long term capital, 
on a secured basis for any enterprise which will further 
the best interests of the Colony as a whole, such capital 
not being readily available from other sources on reason- 
able terms. Whilst our Banks are able and willing to pro- 
vide the short term capital necessary to finance our trade, 
Hongkong industrialists, in particular, have great difficulty 
in obtaining all the capital they need at reasonable rates of 
interest. 


Mr. Ruttonjee wants Government to do all it can to 
foster and encourage new industries, especially in products 
which at present are comparatively unknown to HK manu- 
facturers. For example, there is an enormous market 
throughout the world, particularly in the West, for domestic 
appliances. We have never entered this field, though we 
do have both the skill and the capital to develop local pro- 
duction of these aids to better living. A beginning could 
be made, as elsewhere, by assembling imported parts under 
licence, for distribution in South-East Asia. The saving 
in freight and insurance costs should make this idea attrac- 
tive to overseas manufacturers. We could make more gad- 
gets ourselves, but further development in new fields is 
vitally dependent upon ideas and designs. We have the 
ingenuity, but the designers are lacking. Could not Govern- 
ment do more to train our ydung people in industrial de- 
sign and invention? Further expansion of the Technical 
College suggests itself. This is but one channel of Govern- 
ment aid to industry. Every effort must be made to es- 
tablish the Federation of Hongkong Industries as an effec- 
tive organisation. Upon that body will fall the main task 
of marketing our products. Government should also give 
early consideration to providing more sites for industry. 
With a population increasing at the rate of eighty or ninety 
thousand a year; we must look and plan well ahead. Kun 
Tong is an appreciable contribution; but do not let us stop 
there. Lantao is also being developed for factory sites, a 
very commendable example of industrial initiative. I would 
have Government give early thought to establishing a fac- 
tory estate there by providing formed sites with drainage, 
water, and road and sea access. The sites would then be 
very attractive to our industrialists. The land would be 
cheap in comparison with urban area sites. This type of 
development could equally well be undertaken by a private 
corporation, Government providing an appropriate propor- 
tion of the finance. I strongly urge that planning com- 
mence without delay and before we find ourselves in arrears 
in world competition. It may be necessary for Govern- 
ment to set up a small Economic Planning Unit to examine 
proposals in consultation with our trade and industrial in- 
terests, with a view to presenting a practical development 
programme. Unless we do think along these lines we will 
not be able to find work for our expanding population, 
employ the products of our ever improving educational. pro- 
grammes, or contrive and finance our continuously expand- 
ing services. Our future calls for as much management as 
we are capable of giving it. 


Low-Cost Housing—Dr. S. N. Chau pointed out that 
the Housing Authority was constituted as long ago as April 
1954. It had succeeded in spending only $32.7 millions. 
up to the end of last year. Government, 1 recollect, voted 
somethirrg like $80 millions to the Housing Authority. There 
is an apparent lack of speed in dealing with this vital need. 
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It might be necessary to review the whole policy, and it 
would certainly be worthwhile to enlist still further, the 
assistance of the non-profit-making organisations who have 
already contributed so usefully towards the solution of the 
housing problem. In regard to the Estates already com- 
pleted, 1 am rather perplexed at the delay in filling the 
Java Road flats. Since there are hundreds of thousands in 
need of housing, why were the flats left empty for months? 


Mr. Ngan Shing-kwan opined that rents should be re- 
duced: Reluctance to lower the standard of accommodation 
must be tempered by the knowledge that, even with the 
husband in regular employment, the monthly income of 
many families is less than the minimum of $300 at present 
necessary before one may be considered for low-cost hous- 
ing. If by modifying standards and reducing rents, we can 
bring into the fold the thousands of families with incomes 
of between $200 and $300, it will be a notable step for- 
ward. The high percentage of applicants, who have de- 
clined to take up accommodation in the higher-rental range 
at the North Point Estate, emphasises the need to reduce 
rents and I deplore the necessity to accept applications 
from families with monthly incomes of between $900 and 
$1400. The Housing Authority was not formed with the 
intention of providing low-cost housing for this income 
group. 


Mr. Kwok Chan also urged, “We still have the Cadogan 
Street and So Uk low-cost housing projects to be carried 
out, and I hope it is not too late to urge Government to take 
appropriate measures in order to ensure that the rents of 
the new flats erected can be fixed at sucha level as to make 
them readily accessible to the lower bracket of the low 
income groups, especially those who are only earning $300 
a month with a family to support.” 


_._ Refugees—Mr. D. Ruttonjee urged Government to seek 
aid for refugees: Sir Alexander referred to the fact that 
one of the reasons why we had received no practical help 
from Her Majesty’s Government was that we were con- 
sidered to be financially well enough off to carry the bur- 
den. Sir Alexander also said that if we had not spent some 
$300 million on refugees we could have financed many of 
the vital social services and other amenities. We have still 
heard nothing further from Her Majesty’s Government. Last 
November, the United Nations resolved that States and non- 
governmental organisations should give all possible assis- 
tance to this Government to alleviate the distress of the 
refugees and authorised the United Nations High Commis- 
sioner for Refugees to use his good offices to encourage 
arrangements for contributions. Again, we have heard of 
no positive action since these generous phrases were made. 
I urge this Government to continue to keep this matter 
before the world and to continue to seek assistance until 
some concrete action is forthcoming. Meanwhile the Gov- 
ernment must be given full popular support in its efforts 
to limit the continued influx. The burden, as it is, cannot 
be left entirely to the Hongkong taxpayer. 


The New Airport—On the question of the terminal 
building at Kai Tak, Mr. C. E. Terry reported: The revised 
estimate for which is $110 million excluding the cost of 
the terminal building, the latest estimate for that part of 
the scheme being $26 million. Government is unable to ac- 
cept this figure without the fullest justification: It is im- 
portant to remember that the original estimate for the 
construction of this airport was gomething of the order of 
$88 million. This has now grown to something between 
$120 million and $125 million and it is impossible to regard 
such an increased commitment with equanimity. The ori- 
ginal estimate for the cost of the terminal buildings and 
area was about $7 million. This was reduced to between 
$4 million and $5 million on the inter-departmental com- 
mittee’s report but now blossoms forth as $26 million, 
partly as a result of a decision to build an international 
instead of a domestic airport. The crucial issue is the 
number of passengers to be accommodated in the standard 
busy hour and it is on that tnit that the whole terminal 
is planned. This is not the place to enter into a detailed 
analysis of passenger figures and traffic. Suffice it to say 
that we do not believe that the figure of standard busy hous 
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traffic on which the plans have been drawn will, in fact, 
be achieved. The arguments and figures so far produced 
have not convinced us of the justification for the number 
envisaged. I cannot agree with the Financial Secretary 
that until the new terminal building is ready the present 
building will have to serve. There is no need to dwell 
on the hopeless inadequacy of the present building. Several 
years ago I dealt at length with that subject and although 
some improvements have been effected we must accept the 
fact that the present facilities are still hopelessly inade- 
quate for the volume of traffic. They can be improved at 
the cost of a reasonable expenditure and I urge most strong- 
ly that something in this direction must be done with the 
utmost expedition to provide at least reasonable facilities 
for the passengers from aircraft using what is claimed to 
be one of the finest runways extant. 


Cash Sweeps—Mr. M. W. Lo suggested that Govern- 
ment should take over the running of Cash Sweeps. He 
said inter alia: According to the report of the Jockey Club 
for 1957, the total revenue for the year amounted to 
$22,979,282. After paying Government taxes amounting to 
$9,834,052 and other expenses there was a surplus of 
$10,897,821. Out of this surplus, the sum of $4,628,499 
was allocated for donations for charities and other worthy 
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causes, and the sum of $12,831,335 was transferred to 
General Reserve, which stands at the figure of $18,424,134. 
Having regard to the changes in Hongkong since 1932 and 
the vast sum of moneys now realised by the sale of sweep 
tickets, Government should take over from the Jockey Club 
the running of these sweeps. Mr. Lo pointed out that: 
(1) The inevitable consequence of the existing law as em- 
bodied in the Betting Duty Ordinance is to divert all moneys 
from legalised gambling into one single club, i.e. the Jockey 
Club. (2) It is not the main and proper function of a 
horse racing club to run lotteries. (3) This source of in- 
come which comes principally from the Chinese people is 
a Government creation and should be under Government 
control. (4) This income should be used for charitable 
purposes, and it is obvious that the 99 per cent of the 
beneficiaries are Chinese. 


Revised Estimated Expenditure—The resolution by the 
Colonial Secretary, Mr. Claude Burgess, for the adoption 
of the Report of the Select Committee on the Draft Esti- 
mates of Revenue and Expenditure for 1958-59 was sup- 
ported by Unofficial Members. The revised estimated ex- 
penditure was increased from $641,569,510 to $648,121,710, 
thus increasing the estimated deficit from $87,515,210 to 
$94,068,410. 


HONGKONG’S NAM PAK HONG 


By Lo Ka Cheung 


An investigation into Hongkong’s commercial history will 
immediately lead one to a merchant organisation known by the 
term NAM PAK HONG, meaning the North & South Trading 
Firms. They are a type of commercial houses that had been 
doing big business with China, the South East Asian countries, 
the Middle East, Africa, India, Australia, Japan, Korea and 
Taiwan. They are still active, but on a very reduced scale. 
After occupation of the Colony by Japan, these firms have under- 
gone great changes, and they have never since been as powerful 
nor extensive < they were before. 


It is convenient to divide the Chinese business districts by 
two distinct periods—the one following the time when Hongkong 
first enjoyed British administration, viz. that portion extending 
from the west of the Western Market to the end of Ko Shing 
Street where Nam Pak Hong firms nestled down to operate along 
Bonham Strand West and Wing Lok Street; and the other 
period when Hongkong’s business drifted rapidly to the east 
after 1949 converging to and clustering within the Central Market 
area, taking over by degrees, the work formerly done by Nam 
Pak Hong. Despite this inevitable change, Nam Pak Hong’s 
long history indicates its importance in the past as dominating 
the greater portion of the Chinese type economy of Hongkong 
for the last hundred years. 


As early as the year 1860, Nam Pak Hong firms had been 
in operation in Hongkong. Since trade then between the Colony 
and Europe or America had‘not been as great in volume as now, 
the main route of activity of these firms could not be elsewhere 
than in the south and the north, the areas mentioned above. 
Actually, Nam Pak Hongs operate as a sort of middleman 
between south and north. The first firms doing this sort of 
business were in three separate groups namely, the Kwangtung 
Group ; the Chiuchow and the Foochow Group; and the Shantung 
Group. The Kwangtung Group consisted of Yau Hing Lung, 
Yu Wo Lung, Kung Fat Yuen, Kwong Mau Tai, Shiu Foong 
Hong and others. The next group was made up of such firms 
as Chu Tak Lung, Yuen Shing Fat, Kam Yu Fung, Kam Shing 
Lee, Kwong Tak Fat, Yu Tak Shing and some more; while in 


the last group were included Yee Tai Hong and Lee Yuen 
Cheong. 


During the past 100 years, some firms closed down and 
others were established to take their place. Those which could, 
survive after repeated changes and still do brisk business are 
Lee Yuen Cheong, Chu Tak Lung, Kin Tak Lung and a few 
others of similar capacity. 


Civic bodies were not common in the days of yore but the 
Nam Pak Hong Guild had already come into being as early as 
the year 1868. Its aim was nothing more than for the purpose 
of settling disputes between members and having a place for 
gatherings. One of the strange features of Nam Pak Hong was 
the employment of a few watchmen within its own area to keep 
guard over the place lest people might have their pockets picked 
or their shops robbed. These caretakers of the peace were 
uniformed and equipped like regular constables. They were a 
sort of auxiliary unit sanctioned by Government to carry arms. 
Up to now, this privilege has not been cancelled; it seems rather 
unnecessary in these days of police efficiency. 


The business carried on by the firms of the north route 
could not compare in complexity with that of the south as we 
may see from the following details :—The north route firms had 
only the north of China as their sphere of activity; they mainly 
dealt in native products and manufactured articles as imports 


into Hongkong while such goods as were needed by North China : 


went out as exports. At the present time, firms carrying on 
along this route are Thai Shing Hong, Chung Foo Hong, Wing 


On Wo, Yee Shiu Company, The Singapore Trading Company, 
etc. , 


The objectives of the south route Nam Pak Hongs were 
mainly trading in such products as rice, rubber, coconut oil, 
copra, peanut oil, peanuts, all shorts of beans and rattan as 
imports, and sending out goods as needed by South East Asia. 


These firms were sub-divided into the following categories: (1) 


Singapore-Malaya, (2) Thailand, (3) Vietnam, (4) Philippines 
and (5) Indonesia. : 


April 3, 1958 


Although as the name suggests that Nam Pak Hongs deal 
chiefly in a north and south route, yet they also trade in an east 
route with Japan, Taiwan and Korea as auxiliary enterprises. 
A firm may trade in several lines thus making it a member of 
different guilds. 


As to trading regulations in use today, they are comprised 
in two divisions; those of overseas business houses and those 
of the Nam Pak Hong’s. Since firms of this pattern have been 
in existence for so long, they have formulated their own trade 
regulations decades ago. However, after World War II, the 
old regulations have partly been altered to suit present-day 
needs so that regulations before 1941 are called the old regulations 
while after 1946 new regulations. There have not been radical 
alterations except for an increase in commissions charged. 
However, as business competition became more acute, many 
firms discarded some regulations to suit their shifting 
circumstances. 

It is interesting to note that despite their carrying on of 
business as other houses, their main activity was the sale and 
purchase of commodities on behalf of other people from whom 
they exact the agreed commission as stipulated in contracts. A 
brief description of the commissions of different categories in 
force and the way they are collected follows :— 

(1) Regular Commission: This type makes up principally 
the main bulk of income to be collected at 2% on all goods 
bought and sold. Thus in the process of buying and selling, they 
actually gain $4.00 out of a hundred-dollar deal. (2) Bonus: 
This is to be charged at $1.00 per hundred from the purchaser 
and hoarded up till the end of the year when it will be distributed 
among the staff members but not the proprietors of the firms. 
(3) Deductions: The new regulations permit the deduction of 
a dollar from every hundred-dollar cash transaction. Those 
transactions done on account will not be privileged: with this 
special cash deduction. Three days of grace are to be given 
for cash to be paid after a deal has been concluded. When 
this is overdue after the 3 days, no deductions will be allowed 
and the payment will be the same as a purchase on account. 
(4) Abatement.on Banknotes: In pre-war days, the circulating 
medium was largely hard cash in the form of silver dollars, half 
dollars and some small silver coins in 20, 10 and 5 cent denomina- 
tions. But gradually there were issued banknotes as from 1928 
which were something not only new but much more convenient 
than those clanking, heavy metallic coins. The clumsiness in 
their handling was most evident when, following a large deal, 
the payment in such hard cash must entail great trouble in 
transportation, counting and checking wu». Under such 
circumstances, therefore, paper money was of course most 
welcome in view of the ease with which such money could be 
handled even in very large amounts. The facility thus obtained 
as a result became so eminent that Nam Pak Hong firms pro- 
mulgated a new article in the regulation permitting a deduction 
of $1.25 for every hundred-dollar purchase paid in notes until 
the time when everyone got the habit of so accepting banknotes 
in preference to hard coins that this article was automatically 
cancelled. (5) Reimbursement on Samples: It was the custom 
in those days that a buyer could take away some samples free 
of charge and wrap them up in a napkin following the striking 
of a bargain. Now since each time a bargain was struck, a 
buyer was privileged to take away some samples so that in 
case a buyer wanted to buy—say 10 cases of mushrooms—he 
could go to ten firms to’ get one case from each thus making up 
a total of ten with 10 sample lots which was evidently an 
unnecessary loss to those firms selling the goods. This being 
the case, another article added to the regulations was a re- 
imbursement of half percent on all goods bought to be regarded 
as the cost on samples when samples were not permitted to be 
taken away as before. This reimbursement differed with 
different commodities. Consequently, on beans, groundnuts, 
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sesame, black melon seeds, Tientsin mung-bean noodles, lichens, 
etc., 4% was given, on white nuts, red and black dates, white 
pepper, cuttlefish, etc, 1%, on mushrooms, awabi, squid, red 
melon-seeds, almonds etc., 14%, on dried shrimps, 24% and 
finally, on beche-de-mer, shark’s fins, fish bladders, white 
bird’s nests, 24%4% and a better quality of the same thing, 
31%4%. Formerly, these deductions constituted an extra income 
for the buyer on behalf of purchasers but nowadays, these deduc- 
tions are usually included in the cost-price of goods to be sold. 


With regard to the capital of these houses, they range from 
several hundred thousand dollars to over one million. Those 
with large capital do their own shipping with boarding-rooms 
and a large staff sometimes as many as a hundred hands. 


The structure of a Nam Pak Hong consists of a manager, 
salesmen, an accountant, foremen, weighters and sundry menial 
workers. These workers are at the disposal of merchants taking 
lodgings in the firms during their stay for purchases of goods. 
In those periods that were most prosperous, the income of these 
workers from tips of wealthy merchants was quite considerable. 


Before the opening of sales, the usual practice was to make 
up lists of the commodities for distribution to business houses 
interested in making a purchase and a date set so that they may 
come in time for bidding. 


The Nam Pak Hong firms being all Chinese, they of course 
follow Chinese traditions in closing their accounts a few days 
before Chinese New Year. The hanging of two massive Chinese 
paper lanterns one on each side of the shop front high up in 
the air indicates their getting themselves ready for the happy 
day. When a firm belongs to a single proprietor, his surname 
will be painted on one side of the lantern with the name of the 
firm on the other. After the hanging up of lanterns, all opera- 
tions are to be suspended and the workers will be seen busily 
making preparations such as the arrangement of famous pictures 
or Chinese calligraphs on the walls and a big tree—usually peach 
or plum and less frequently, bell flowers—in full bloom, in a 
big vase and in a most conspicuous position rendering the atmos- 
phere all the more characteristic of the traditional joyous 
occasion. 


When business is resumed after a week or so of merry- 
making and feasting, the first act is to write on red paper two 
characters the names of which have almost the same pronuncia~ 
tion as happy new year sayings. 


Another occasion that is observed by Nam Pak Hongs* is 
the birthday. of Confucius. In pre-war days, both ends of 
Bonham Strand West were the scene of happiness and great 
excitement with newly-erected matsheds for Chinese musical 
bands and songstresses. Besides, there was always great feasting 
and the distribution of roasted pork among the “kaifong” chiefs. 
It was not until the end-of 1853 that this distribution formality 
came to an end. : 


With the advent of the modern age after World War II, 
the age-old premises of the Nam Pak Hong Guild were demolish- 
ed in the year 1955 to make way for the new building. This is 
where all disputes are now to be settled by arbitration according 
to guild laws. 


After the Communist take over in China, the business of 
the Nam Pak Hong suffered greatly. Its past glory is all what 
remains. The Peking trade organisations tried to take advan- 
tage of some of the Nam Pak Hongs and have brought leading 
old firms under their control. The rise of nationalism in South 
East Asia and the subsequent reduction of overseas Chinese 
business in the countries of the region have further tended to 
weaken the scope and position of the Nam Pak Hong. Their 
role in modern commerce is very limited and only by very 
thorough adaptation can some of the reputable firms expect to 
survive, Already the Nam Pak Hong belongs to history. 
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FINANCE & COMMERCE 


HK EXCHANGE MARKETS 


U.S.$ 
T.T. T.T. Notes Notes 
March High Low High Low 

24 $58342 58314 5814 5814 
25 5834 58344 58136 58034 
26 5833¢ 583 58144 58034 
27 58312 58345 581 58034 
28 58312 58344 58112 5803@ 
29 58344 58234 58144 58034 


D.D. rates: High 58214 Low 58114. 


Trading totals: T.T, US$4,160,000; 
Notes cash $410,000, forward $1,850,- 
000; D.D. $360,000. In the T.T. 
sector, general merchants and gold im- 
porters were good buyers. In the Notes 
market, demand from shippers was 
eager on account of the high profit. 
Interest favoured sellers and aggre- 
gated HK$4.00 per US$1,000. Specula- 
tive positions averaged US$1% million 
per day. In the D.D. sector, business 
increased with more oversea Chinese 
remittances on account of the approach- 
ing Chinese Ching Ming Festival. 

Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit 
in HK$: Philippines 1.77—1.76, Japan 
0.0142—9.0141, Malaya 1.878, South 
Vietnam 0.06944—0.069, Laos 0.057, 
Cambodia 0.088, Thailand 0.2739, Indo- 
nesia 0.101—0.10. Sales: Pesos 320,000, 
Yen 85 million, Malayan $310,000, 
Piastre 9 million, Kip 6 million, Rial 6 
million, Baht 4 million, Rupiahs 250,000. 

Chinese Exchange: FPeople’s Yuan 
notes quoted $1.43—1.27 per Yuan. 
Taiwan Dollar notes quoted $0.147— 
pane per Dollar; remittances, 0.1415— 
1385. 


Bank N +s: Highest and lowest rates 
per fore currency unit in HK$: 
England 16.12—16.08, Australia 
12.50—12.44, New Zealand 14.33— 


14.32, Egypt 10.00, East Africa 15.00,- 


South Africa 15.85—15.80, West Africa 
13.00, Jairaica 13.50, Gibraltar 13.50, 
Malta 12.5), Cyprus 12.50, Fiji 10.00, 
India 1.1775—1.17725, Pakistan 0.82— 
0.815, Ceylon 0.96, Burma 0.54, Ma- 
laya - 1.855—1.835, Canada 5.94— 
5.9125; Cuba 5.00, Argentina 0.125, 
Brazil 0.052, Peru 0.26, Mexico 0.40, 
Philippines _1.81—1.80, Switzerland 
1.35, West Germany 1.35, Italy 0.0091, 
Belgium 0.106, Sweden 1.02, Norway 
0.72, Denmark 0.77, Netherlan.~ 1.45, 
France 0.01,25—0.0124, South Vietnam 
0.075—0.0715, Laos 0.058—0.056, 
Cambodia 0.08375—0.0825, New Guinea 
1.00, Indonesia -0.116—0.111, Thailand 


0.268—0.266, Macao 1.005—1.00, 
Japan 0.0152—0.1465. 
Gold Market 
March High .945 Low .945 Macao .99 
24 $25454 25445 High 26416 
25 25434 25444 
26 25445 25414 
27 25435 254 26434 Low 
28. 25455 25414 
29 25445 254% 
Opening and closing prices were 
25456/254%; highest and_ lowest, 


254% /254. Interest favoured sellers 
and aggregated HK$0.70 per 10 tdels 
of .945 fine. Tradings averaged 5,100 
taels per day and amounted to 30,600 
taels for the week, in which 9,410 
taels were cash dealings (1,710 taels 
listed and 7,700 taels arranged). Posi- 


tions taken by speculators averaged 
7,600 taels per day. Imports from 
Macao totalled 9,500 taels. Exports 


amounted to 11,000 taels (6,500 taels 
to Singapore, 3,000 taels to Indonesia, 
and 1,500 taels to Rangoon). Differ- 
ences paid for local and Macao. .99 
fine were HK$12.20—12.00 and 11.60— 


11.50 respectively per tael of .945 fine. 


Cross rates were US$38.03—38.01 per 
fine ounce; 40,000 fine ounces were 
contracted at 38.02—-37.98 cif Macao. 
US double eagle old and new coins 
quoted $268 and 230 respectively per 
coin, English Sovereigns $59 per coin, 
and Mexican gold coins $275 per coin. 
Silver Market: 300 taels of bar silver 
traded at $5.65—5.60 per tael and 500 
dollar coins at $3.60 per coin. Twenty- 
cent silver coins quoted $2.78—2.77 per 
five coins. 


HK SHARE MARKET 


More money got into the local stock 
exchange last week; many shareholders 
re-invested. dividend funds in_ local 
stocks instead of using the cash 
for speculation in real estate as 
they did last year. Consequently, 
business improved to a daily average 
of $754,000: Monday $858,000, Tues- 
day $986,000, _. Wednesday $567,- 
000, Thursday $1,067,000 and Friday 
$290,000. Interest was centred chief- 
ly on Banks, Wheelocks, Docks, Lands, 
Hotels, Stores and Utilities. 

HK Banks’ opened firm at $785. 
Small scale profit-taking pushed it down 
to $780 but closing rate was firm again 


at $785; 590 shares changed hands. 
Trading in Union Insurances was also 
active particularly on Thursday when 
1,772 shares were transacted on a 
single day. 

Dairy Farms eased under selling 
pressure; more than 22,000 shares were 


traded. The undertone at week-end 
was firmer because the Company’s 
dividend for 1957 (announced on 


Thursday) was 17 cents better than 
that for the previous year. 

Hotels advanced steadily from $15.70 
to $16.30 but light scale profit-taking 
took 20 cents off the peak during 
second half week; closing price at 
$16.10 however was still better than 
that of the previous week. There 
were also more buyers than sellers for 
this share at week-end after the trad- 
ing of 25,500 shares during the week. 

Docks were firm at the close; 5,700 
shares changed hands. Lands moved 
between $31.25 and $31.75 and _regis- 
tered a turnover of more than 3,500 
shares. Wheelocks had 28,200 shares 
transacted but prices were forced 
steadily down from $6.05 to $6, $5.95 


and $5.90 because there were more 
sellers than buyers. 
Among Utilities, Telephones  regis- 


tered an impressive gain of 70 cents 
and a turnover of 15,300 shares; Elec- 
trices, a gain of 20 cents and 15,900 
shares; and Lights, 10 cents and 17,800 
shares. Yaumatis remained firm 
throughout the week with a turnover 
of more than 700 shares. Star Ferries 
were also steady with sellers wanting 
$117 but there were no ‘buyers. 

Fluctuations in other shares were 
small and the market was steady at the 
close. 

Dividends—The Dairy Farm, Ice and 
Cold Storage Company Limited will 
pay a final dividend of $1.25 making a 
total dividend of $1.80 per share for 
the year 1957. The HK and China Gas 


Esti- 
mated 
Annual 
Share Mar, 21 Last Week’s Rate Up & Down Dividend Yield 
Highest Lowest Closing (%) 
785 780 735 firm $50 6.37 
72 Tb Tb +50c $3.40 4.72 
33.25 n 33s 33s —25e $2 6.06 
6.05 5.90 5.90 —l5¢e 7c 2.71 
120 s 116 116 —s $9 7.76 
54 52 XD 45.50 b firm 2 4.40 
12 11.90 11.90 —10c $1 8.40 
31.75 $1.25 31.75 s +50c $2.40 7.56 
1,425 1.40 1.425 s -+2\6c 15¢ 10.53 
16.30 15.70 16.10 +40c $1.50 9.32 
23 22.90 23b firm $1.90 8.26 
117s 115n 117s firm $9 7.69 
97 96.50 XD 92 firm $7.50 8.15 
RAQUG) peiegee Se S10 17.30 17.10 17.20 +10c $1.10 6.40 
Blectric 2. Ss 8 26.20 26 26.20 +20c $1.90 7.25 
Telephone... 25 25.70 25.10 25.70 +70c $1.50 5.84 
Cements. 325" 21's 21 s. 21s 21s steady $s 14.29 
Dairy Farm... 17.10 17.10 16.80 16.90 —20c $1.80 10.65 
Watson... 10.70 b 10.80 10.80 10.80. +10c $1 9.26 
Amal Rubber ______ 1.235 1.275 1.35 1.275 +2%ec 20c 15.68 
Textile ..- 460b 4.625 460b 4.625 +2h6e 50c 16.81 
Nanyang. ==: 9) |. 8.90 8.60 —40e $1. _ nes 
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SINGAPORE SHARES 


Lowering of Bank Rate in the U.K. 
during the week ended March 21 ac- 
counted partially for the rally in the 
Industrial and Tin sections at the 
close. Industrials sagged throughout 
the week until the last day of the 
period when a mild recovery took 
place resulting in this section closing 
steady with prices virtually unchanged 


on balance. Opening at $2.67, 
Fraser & Neave Ords. eased to $2.65 
but closed at $2.67% again. Gam- 


mons opened and closed at $2.40 after 
$2.35 mid-week. Federal Dispensary 
however improved from $2.20 to $2.25 
and held steady throughout. There 
were small exchanges of Hammers at 
$2.30 cum all and $1.76 x.all. William 
Jacks were quiet at $1.83 but with 
further sellers at this level at the 
close. Malayan Breweries _ slipped 
from $3.55 to $3.50 but closed at 
$3.5244¢.d. buyers. Straits Times 
eased slightly to close at $1.70 after 
business at $1.73. 

The Tin price closed $2 below the 
opening level, and, with the first con- 
trol period ending in ten days’ time, 
prospects of any appreciable rise in 
the near future do not appear very 
bright. This section of the Share 
Market suffered a severe tumble until 
late in the week when prices rallied 
sharply. Closing levels, however, were 
still below those ruling at the open- 
ing. Austral Amalgamated fell 1/3d. 
to 11/4%42d. before putting on 9d. on 
the final day. Berjuntai fell by a 
similar amount, but here again an on 
balance loss of only 6d. was recorded. 
Kuala Kampar eased from 32/- to 31/3, 
and Petaling eased to $1.75 but re- 
gained 10c., the net loss being 7 ec. 
Lower Perak opened at 13/7% and 
closed at 13/1% after business down 
to 12/4%. 

Rubbers attracted fair selective sup- 
port and a number of small gains were 
recorded. Connemara improved from 
$1.45 to $1.57%. Amal. Malay, how- 
ever, eased from $1.85 to $1.75. Kem- 
pas remained steady at $1.60. Kluang 
Ords. improved to $1.65 before profit- 
taking caused an easing to $1.62%. 


Sterling Rubbers were in better de- 
mand with Tremelbye taken from 
London up to 18/1%. A few shares 
changed hands locally at 17/-. Trans- 


actions were also recorded in Ledang 
Bahru at 3/-, Linggi at 2/9 and Sigin- 
ting at 1/5. 

There were no price changes of note 
jn the Loan section and turnover re- 
mained small. Yields have remained 
practically static since last September 
and are tending to fall out of line with 
those now ruling on the London mar- 
ket. 

Interest in overseas investments was 
still on the small side although more 
business was written in Australian 
issues. 
—————————— 
Company Limited will pay a dividend 
of $2.50 (3s. 144d.) per share on 
511,872 shares in respect of the year 
1957. 


TRADE REPORTS 


Exports of Hongkong manufactured 
goods to UK, Europe, SE Asia, US and 
other markets were steady last week 
but shipments of reexports to Korea, 
Taiwan and SE Asia remaine«| moderate. 
In the local commodity market, trading 
in metals, paper and produce was active 


but the turnover was small because 
business was handicapped by short 
stock of many popular items. Dealers 


here booked only moderate quantities 
of paper, metals and consumer goods 
from Europe, Japan and other sources 
because replenishment cost remained 
high in most cases. In the case of pro- 
duce, supply from China was still limit- 
ed to small consignments. 

HK/China Trade—Canton is inviting 
leading local traders to visit the Ex- 
port Commodity Fair to be opened there 
on April 15. An official of the Fair 
announced that China will offer to 
buvers at the Fair over 13,000 different 
export merchandise including machinery, 
instruments, metals, machine tools, 
household ware, silk, tea, animal by- 
products, medicines, grain, oil and a 
long list of light industrial products. 
Trade officials from Shanghai, Peking 
and other Chinese industrial centres 
will also be stationed at the Fair to 
negotiate the purchase of various 
essential supplies and equipment from 
Hongkong and other foreign business- 
men. 

To the local market, China is send- 
ing a great variety of light industrial 
products; Chinese towel is under-selling 
local products and heavy imports of 
leather shoes from Canton and Shang- 
hai are forcing many local shoemakers 
to cut their profit_to a minimum. Jn 
spite of the shortage of sugar in China, 
Canton last week shipped here 300 
tons of granulated sugar and unloaded 
it on the market at prices much lower 
than Taiwan products; several more 
hundred tons are coming. According 
to a recent report from Peking, China 
has to import 190,000 tons of sugar 
this year to meet domestic shortage! 

HK/UK Trade—Sir Frank Lee, 
Secretary of the British Board of 
Trade, stressed on his arrival from 
London that he had come here without 
threats, promises or proposals nor had 
he come here td negotiate. “I have 
been sent here to have exploratory talks 
with leading people in Hongkong cotton 
textile industry in order that I can go 
back to England and report to the 
Government whether the HK industry is 
willing to consider entering into a 
scheme for the voluntary limitation of 
its cotton goods (cotton piecegoods in- 
cluding grey cloth) exports to UK.” At 
a meeting with local textilemen, Sir 
Frank made it clear that he is in HK 
on behalf of the UK Government. not 
the Lancashire millowners. He explain- 
ed the views of the Lancashire cotton 
industry but did not mention or sug- 
gest any ceiling figure for exports. 

Mr. H. A. Angus, Director of Com- 
merce and Industry, is urging local 
cotton textile manufacturers to offer a 
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ceiling of HK exports. 
dustrialists however consider that a 
restriction of HK textile products to 
UK may undermine the whole founda- 
tion of the Colony’s tradition of free 
enterprise and lead to slow strangula- 
tion of every industry in Hongkong. 
HK/Thailand Trade—Bangkok ship- 
ped large consignments of rice to the 
local market and purchased more 
essential supplies from here. Orders 
from Bangkok covered structural steels, 
base metals, paper, window glass and 
glassware, plastics, cotton goods, metal- 
ware and other consumer goods. 
HK/Indonesia Trade—Exports total- 
led only about 600 tons and consisted 
chiefly of cotton textiles to Djakarta. 
Trade between HK and _ Indonesian 
ports outside Java remained quiet. 
HK/Malaya Trade—The drop. in 
freight charges for cargo from here to 
Singapore and Malaya since the begin- 
ning of this month has not stimulated 
shipments from here to these markets 
to any appreciable «legree chiefly be- 
cause the flow of merchandise from 
here to Indonesia via Singapore and 
Malaya has recently been much restrict- 
ed by Djakarta’s preventive measures. 
HK/Philippines Trade—Manila mer- 
chants absorbed more metals, phar- 
maceuticals, metalware and other HK 
manufactures from here after authori- 
ties there had eased restrictions on 
imports and started to allocate foreign 
exchange for imports under the quota 
for the first quarter. Manila also al- 
lowed traders there to use 25% of 
foreign exchange earned from exports 
for importing non-essentials (except 
luxuries). Improvement however was 
limited because Manila maintained the 
policy of obtaining supplies direct from 
producing countries whenever possible 
and retained the ban against imports 
of Communist goods. 
HK/Korea Trade—Demanil 
Seoul for paper 
items; quantities 


Hongkong in- 


from 
covered only a few 
involved were also 


small. Dealers here are anticipating 
more orders from Korea next month 
because according to reports from 


Seoul, authorities there wil] soon issue 
more licences and allocate more funds 
for various imports. Enquiries reached 
here were chiefly for paper, dyestuffs, 
pharmaceuticals, milk products, indus- 
trial chemicals and machinery. 


HK/Cambodia Trade—Phnompenh 
shipped here about 2,000 tons of rice 
and some feather, bean, sesame and 
other staples. Demand from Phnom- 
penh also improved and covered garlic, 
nails, wire rod, structural steels, canned 
food, vacuum flasks and other metal- 
ware. Cambodian importers however 
are buying more supplies from Japan 
than from the local market. Accord- 
ing to reports from Phnompenh, busi- 
nessmen there recently ordered large 
quantities of cement, cotton textiles, 
glass and sugar from Japan. 

HK/Vietnam Trade—Saigon bought 


only small lots of fruits, medicinal 
herbs, vacuum flask, torch batteries 
and metalware from here. Imports 


from South Vietnam were limited to 
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insignificant quantities of rice, feather 
and other staples. 

Haiphong bought several hundred 
tons of tyres, paper, cement and other 
essentials from here. Prospects of 
better demand from North Vietnam are 
dull because according to a trade agree- 
ment signed recently between Japanese 
businessmen and Haiphong officials, 
Japan will ship over 10 million Hong- 
kong dollars worth of goods to North 
Vietnam during the next 12 months. 

HK/Burma Trade—Freight charges 
for cargo from here to Rangoon was 
slightly lowered. Exports to Burma 
however remained on a moderate scale 
because authorities there curtailed im- 
ports on account of foreign exchange 
shortage. Rangoon importers ordered 
a large shipment of wheat flour from 
here but orders for metalware, food- 
stuffs, fruits, toilet articles and provi- 
sions were limited to small quantities. 

HK/Australia  Trade—Textile  ex- 
porters here are hoping that demand 
from Australia for cotton piecegoods 
will improve after the lifting of im- 
port ban there on printed cloth next 
month. 

HK/Canada Trade—The Hongkong 
General Chamber of Commerce and 
the HK Exporters’ Association sent a 
note to the Canadian Tariff Board in 
Ottawa opposing the proposed increase 
of import duty on rubber footwear. 
The Canadian Tariff Board is also 
considering to increase import duty on 
cotton textiles. 

* * * * 


Produce—Demand from _ overseas 
buyers remained selective. Items which 
retained steady demand from Japan in- 
cluded sesame, gallnut, woodoil and 
coir fibre. Europe enquired for gall- 
nut, aniseed oil. cassia oil, raw silk, 
camphor prodv :, hog casing and 
feather; most « Jers fell through be- 
cause local dealers could not get 
enough supply from China and in the 


cases of hog casing and _ feathers, 
Europe purchased several shipments 
direct from China. The market was 


also kept steady by orders from Aus- 
tralia for woodoil and camphor pro- 
ducts; from UK for rosin; from Cam- 
bodia and Vietnam for garlic; from 
Burma for menthol crystal, camphor 
tablets; and from Taiwan for turpen- 
tine. 

Metals—The market was active with 
orders from China and SE Asia for a 
few popular items. China was interest- 
ed in pipes, plates and iron sheets but 
most orders fell through because buy- 
ing offers remained too low. Among 
SE Asian countries, Thailand absorbed 
structural steels, pipes and blackplate 
waste waste; Laos favoured round 
bars and pipes; Cambodia bought nails, 
wire rods and structural steels; Philip- 
yines took some mild steel plate; and 
.orth Borneo and Singapore procured 
chiefly structural steels. Korea en- 
guired for steel plate and structural 
steels while Taiwan was interested in 
galvanized iron pipe but enquiries were 
not keen and buying offers very low. 
Japan’s demand for scrap metals re- 


vived but quantities involved were still 


small. Prices for most popular items 
remained firm on the market. The 
announcement of price cuts made by 


British steel industry on March 28 in 
London had no immediate effect on 
the local market. According to a 
London report, the cuts range from one 
per cent on shipbuilding steel to three 
per cent on grades used by the can- 
making industry. This is the first re- 
duction in British steel prices in 20 
years. 

Paper—Korea and Thailand provided 
the bulk of the business in packing and 
writing paper including m.g. white sul- 
phite, m.g. cap, tissue, manifold, cello- 
phane and straw board. Dealers re- 
ported that buying offers from these 
sources were still very low and trans- 
actions were also restricted by short 
stock here. Orders from Seoul were 
all for European products while orders 
from Bangkok covered mostly Chinese 
and Japanese goods. 

Industrial Chemicals—The market 
was sluggish. In exports, there were 
only orders from Taiwan for insigni- 
ficant quantities of stearic acid, petro- 
latum and rubber accelerator; and de- 
mand from Thailand for sulphuric acid 
and caustic soda. Local factories pro- 
vided limited demaud for caustic soda, 
petrolatum, lithopone and __ shellac; 
quantities involved were too small to 
stimulate the market. 

Pharmaceuticals—Enquiries from 
Seoul for quinine, amidopyrin, santonin 
crystal, aspirin and phenacetin powder 
were not very keen; counteroffers were 
also too low and stocks here were short 
in most cases. Philippines remained 
interested in saccharine crystal but 
orders covered only small quantities. 
The market was very quiet in general. 

Cotton Yarn—The spot market was 
quiet. HK products were marked down 
slightly under keen competition from 
Pakistan brands which declined in 
sympathy with lower indents. Indian 
yarn eased under heavy supply. Japa- 
nese fine yarn was also weak; there 


was slight selling pressure towards 
week-end. Korean yarn, however, 
was steady on dwindled stock and 


limited supply. 
Cotton Piecegoods—The spot market 


was also quiet. HK grey was. steady 
because there was no spot cargo. 
Chinese and Japanese grev however 


continued to decline due to the lack 
of demand from SE Asia. 

Rice—Thai rice enjoyed steady local 
demand but supply remained heavy; 
prices were steady in general. Chinese 
rice was firm on limited supply and 
Cambodian rice steady on low stock. 

Wheat Flour—In spite of the order 
from Rangoon for more than 1,000 tons, 
HK wheat flour was marked down 
slightly. The market was bearish be- 
cause supply from Canada, US, Aus- 
tralia and Japan far exceeded local 
and export demand at present. 

Sugar—Haiphong bought some Tai- 
wan sugar from here but the market 
remained weak. In addition to steady 
supply from Taiwan, Canton dumped 
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300 tons of granulated sugar on the 
local market at prices lower than Tai- 
wan products. Hongkong products 
were therefore marked down according- 
ly. Brown sugar was also weak be- 
cause supply from Indonesia, Africa 
and Philippines remained heavy while 
export demand failed to improve. 


* * * * 


Hongkong Products—Mr. MHaking 
Wong, Chairman of the Chinese Manu- 
facturers’ Association, urged shipping 
companies to reduce ocean freight 
rates to benefit local industries as well 
as themselves. He opined that freight 
rates should be brought back to the 
level of September 1956: “Local manu- 
facturers and exporters have _ experi- 
enced great difficulty in competing with 
other countries on account of the high 
ocean freight. The sale of rattan 
furniture to US decreased last year 
because shipping companies had in- 
creased freight rates indirectly by 
adopting a new method of cargo 
measuring.” Mr. Wong further pointed 
out that an increase in the volume of 
exports of HK goods always brings 
more business to shipping companies. 

Dutiable Commodities—The Director 
of Commerce and Industry draws the 
attention of the public to the follow- 
ing changes in the accounting and 
licensing procedures to be adopted in 
the Dutiable Commodities Branch, De- 


April 3, 1958 


partment of Commerce and Industry, 
with effect from April 1. From this 
date, a revised permit for’ the 
removal of duty-paid goods will be 
used. Merchants are requested to 
submit the form in duplicate and not 
in triplicate as was formerly the prac- 
tice. All licences for trading in 
Dutiable Commodities will in future 
be represented by a permanent «ocu- 
ment, and rew licences will not be 
issued each year. Instead, a demand 
note for the annual licence fee will be 
sent to licensees and this form, when 
receipted, must be retained as evidence 
that the licence remains valid. Licences 
at present held by merchants will re- 
main valid until they expire in the 
normal way and will then, subject to 
approval, be changed for the new per- 
manent licence on payment of the 
prescribed licence fee. 


HONGKONG COMPANY 
INCORPORATIONS 


Followinz new limited liability com- 
panies were incorporated during the 
fortnight ended Februarv 22, 1958; 
nominal capital is in Hongkong dollars: 

Everlight Development—Torch and 
battery manufacturer; Capital, 250,- 
000; 305 Bank of Canton Building, 
Hongkong; Subscribers: Betty Lo, 2 Sui 
Wah Terrace, Hongkong, merchant; Lo 
Hung Hing, same address, merchant. 
Margine Hong Kong—lImporters & ex- 
porters; Capital, 1,000; 404 Hongkong 
and Shanghai Bank Building, Hong- 
kong; Subscribers: D. Brittan Evans, 
17 Shek O, Hongkong, solicitor; F. G. 
Nigel, 35 Deep Water Bay Road, Hong- 
kong, solicitor. Cheong Tai Invest- 
ment Co.—Capital, 2,000,000; 138 
Wing Lok Street West, Hongkong; 
Subscribers: Chan Kai Zing, 35 Kim- 
berley Road, Kowloon, merchant; Chan 
Chee Ming, 138 Wing Lok Street West, 
Hongkong, merchant; Lau Kam Mow, 
14 Yuk Ming Street, Hongkong, mer- 
chant. Wunsan Garment Factory— 
Capital, 100,000; 29 Kam r'ong Street, 
Kowloon; Subscribers: Lau Lai Chuen, 
170 Laichikok Road, Kowloon, mer- 
ehant; Lau Sau Yung, 170 Laichikok 
Road, Kowloon, housewife. Wai Sing 
Nail Factory—Capital, 300,000; 10 
Wing Lok Street, Hongkong; Sub- 
scribers: Pang Sing Ping, 10 Wing Lok 
Street, Hongkong, merchant; Wong 
Lai Sui, 65 Belcher Street, Hongkong, 
merchant; Iai Chuen, 10 Wing Lok 
Street, Hongkong, merchant. Frederick 
Pordes & Co.—Importers & exporters; 
Capital, 150,000; 209 Gloucester Build- 
ing. Hongkong: Subscribers: Frederick 
Pordes, 9 Branksome Towers. Hone- 
kong. merchant: D. L. Strellett, 109 
The Peak, Hongkong, solicitor. Eastern 
Transport Co.To deal in_ vessels; 
Capital, 300,000; 302B Victoria Housc, 
Wyndham Street, Hongkong; Sub- 
seribers: Richard Yih Show Hoa, 9 
Kin Wah Street, North Point, Hong- 
kong, merchant; Wong Zung Tung, 21 
Tin Hau Temple Road, Hongkong, 
merchant. 
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RUBBER SUPPLY-DEMAND 1957-1958 


Estimates of production and consumption of rubber: 


1957 Estimated Production 


Natural Synthetic Total 

Wy eS Re Ae ee 1,110,000 1,110,000 
Malaya 640,000 640,000 
Indonesia 730,000 130,000 
Restworldy exccc.e eeacsc- 560,000 145,000 705,000 
1,930,000 1,255,000 3,185,000 

1957 Estimated Consumption 
LONG, - LB ee 540,000 930,000 1,470,000 
180,000 55,000 235,000 
1,180,000 265,000 1,445,000 
1,900,000 1,250,000 3,150,000 

1958 Estimated Production 

Natural Synthetic Total 

WES: As Recckte ce: 1,150,000 1,150,000 
Malaya =. 650,000 650,000 
Indonesia 720,000 720,000: 
Rest World 560,000 210,000 770,000 
1,930,000 1,360,000 3,290,000 

1958 Estimated Consumption 
SA eereeeceess 550,000 960,000 1,510,000 
LOR Gr re ree 180,000 65,000 245,000 
Rest World 1,175,000 320,000 1,495,000 
1,905,000 1,345,000 3,250,000 


Figures do not include Iron Curtain countries’ production and consumption of synthetic rubber. 


Rest of the World synthetic production at 210,000 tons for 1958 is esti- 
mated as follows: 


Production 

Yearly Starts Estd. 1958 

Location Rate Month Of Production 
Canadas ae sino os ee 135,000 January 135,000 
Germany (Chemischewerke) 10,000 January 10,000 
Germany (Bunawerke) 45,000 uly 22,500 
TANCG etwas 20,000 October 6,000 
WER. Cu) ae es 10,000 January 10,000 
U.K. (International) .... 45,000 July 22,500 
U:Ko (Dunlop)” ...2:-- 2,000 January 2,000 
ERS (OCH OrS) yy eccstceccencre eee 2,000 
Total 210,000 


With consumption of U.K. and Rest 
of the ‘World synthetic rubber at 


. going into stocks. Estimates for 1958 
385,000 tons and Canadian and over- 


show a slightly lower surplus of na- 


seas production at 210,000 tons, there 
is a net export balance of 175,000 tons 
to be supplied from U.S. sources. 
Should scheduled production plans in 
Bverseas plants be delayed beyond the 
dates indicated. any deficit would come 
from U.S. production. 


For the year 1957 there was a close 
balance between production and con- 
sumption of both natural and synthetic 
rubber with a surplus of only 30,000 
tons for natural and 5,000 tons for 
synthetic, or a total of 35,000 tons, 


tural, 25,000 tons, and a slightly higher 
surplus for synthetic of 15,000 tons, 
or n total of 40,000 tons destined for 
stocks. 


Natural rubber for the third succes- 
sive year commanded a premium over 
general purpose synthetic. Unless a 
synthetic rubber can be made which 
will duplicate natural’s superior  re- 
siliency, low heat build-up and _ tacki- 
ness quality features at a comparable 
price, natural probably will continue to 
maintain a premium over 28c GR-S. 
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